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NATIONAL POLICY AND ISSUERS 


READJUSTMENT, ECONOMIC STABILITY 


WK1809%4 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 1, 15 Jan 8! 
pp 7-9 


[Reonomic commentary by Zhou Chuan [1719 1557]: “Continue to Grasp Readjustment 
Well, Stabilige Eeonomic Development’ =--slantlines denote boldface} 


[Text] In building socialism and promoting the four modernizations, attention 

must be paid to the pace of economic development. However, regardless of whether 
we are going to devise yearly or long term plane or whether we are going to be 
engaged in simple or expanded reproduction, we gust observe Marxist theory of 
reproduction, giving due consideration to our national conditions and strength, 

eo that all plane and initial ideas are based on the objective economic law that 

all things must be done in a planned and proportionate way. Only thus will the 
development of the different branches of the national economy be well coordinated. 
it is only at such « steady pace that we will be able to achieve good economic 
results. If, on the other hand, we do things subjectively instead of objectively 
and follow “the dictates of senior officials,” overreaching ourselves, then not 
only will we fail to speed things up, but will also artificially disrupt the internal 
relations of the objective economy, causing a serious loss of proportional relations 
between the various branches of the national economy. This has already been proved 
by practice time and again. 


To overcome the serious economic difficulties brought about by the 10 years of 
turmoil, since 1979 there has been practical and realisitic readjustment in our 
economy according to the stipulations of the Party Central Committee. As a result, 
the major proportional relations among agriculture, light industry and heavy 
industry and between accumulation and consumption have been significantly improved. 
The following are the main manifestations: 


/i. Good situation in rural economy./ As a result of readjusting and implementing 
rural econemic poli ics, various production responsibility systems have been 
introduced and the decision making power of communes and brigades sas been protected, 
bringing inte play the production initiative of the broad ranks of commune members. 
in 1979, there was a fairly big increase in agricultural output and income for the 
peasants generally increased. The climate in 1980 was extremely abnormal, causing 
serious disasters seldom experienced for many years. However, according to 
estimates by departwents concerned, the output of many economic crops has increased 
by a fairly big margin, apart from the production of grain which has decreased. 

The cotton output increased by about 15 percent, of] by 13 percent, sugar by 











12 percent while that of tea, silk worm cocoons and livestock products all increased 
to 4 varying extent, On the whole, the entire agricultural output increased, The 
internal structure of agriculture is gradually developing in the right direction, 
tapping Hew production sewrees, At the same time, food prices in country trade 
faire are steady and the masses are enjoying a stable life, 


/2. The speed of development of light industry is far greater than that of heavy 
industry./ Prom Jenuary to November 1980, the total value of our nation's industrial 
output increased by 9.2 pereent over the sam perio’ in 1979, while the output of 
light industry increased by 18.3 percent over the same period in 1979, greatly 
exceeding that of heavy industry which increased by 2.3 percent. The proportion 
of light industry in the total industrial output value increased from 43.1 percent 
in 1979 to 46.3 percent. in many provinces, municipalities and autonomous regions, 
the output value of light industry accounted for more than h lf of the total 
industrial output. for ineatance, it made up 61.3 percent in Fujian, 61 percent 

in Guangdong, 599.5 percent in Zhe\jjang, 586.6 percent in Guangxi, 53.6 percent in 
Tianjin, 53.1 percent in Jiangsu, 52.3 percent in Anhui, 52.2 percent in Shanghai, 
and 50.6 percent in Henan, The longstanding situation where by relatively more 
stress was laid on heavy industry than on Light industry has been initially improved, 
and some of the ojor Light industrial and textile products have increased by a 
large margin. “** ‘ncrease in output of such durable consumer goods as TV sets, 
radio sets, . sefas, tape recorders, bicycles, sewing machines and wrist watches 
ranged from 30 to 370 percent over the same period in 1979, while that of yarn, 
cloth, chemical fibers, woolen goods, knitting wool, crude salt and cigarettes 
ranged from 11 to 40 percent. As the product structure of heavy industry starts 
to be readjusted, there will be more products which serve agriculture and light 
industry. 


/3. Active aarket./ In 1980, gore then 6,000 enterprises of various types ail 
over the country had their decision meking power expanded. In general, these trial 
point enterprises have managed to expand production and make more profits. 
Regulation by market mechaniem under .he guidance of state planning has done away 
with the coavention that the geans of production are not commodities, allowing the 
manulacturing enterprises t. market «a portion of the products in excess of their 
Aliocation and transfer plans. ‘trough sales exhibitions, sales on 4 commission 
basis, linking shops with factories, going to fairs, goods and materials exchange 
associations and going owt to secure contracts to do jobs, more ways have been 
opened up, production has been promoted and channels for commodity circulation 
have been improved. Between January and November 1960, the total purchase of 
commodities by commercial sectors in our country increased by 13 percent over the 
same period in 1979, the total turnover of social commodities from retail trade 
increased by 15.8 percent, while the sales volume of consumer goods for daily use 


increased ger lly. There was active trading in cities, towns and villages, and 
there was ju soot every agricultural, sideline and special local product one 
would expect to fi: Volume of business increased greatiy, and there was 4 vast 


panorama of prosperity. 


/4. There has been quite a tb.» iocrease in income for staff, workers and peasants. / 
For the past 2 vears, the party and @ vernment has adopted a series of major 
measures, cutting down the ration of scc.swlation in the national income in an 
effort to improve our living standard. fiom January to September 1980, arrangements 
were onde for more than 5 million people including vouth who were awaiting employment 











ecaployment and other personne!, Measures suc! as promotion and adjustment of wages, 
giving awards and job subsidies were implemented. Consequently, by the end of 
September 1980, the total wages of ataff and workers in waite under the system 

of ownership by the whole people and unite under the syetem of collective ownership 
throughout the country increased by 18 percent over the same period in 1979. The 
income of ataff and workers from wages was generally on the rise. A survey of the 
income and expenditure situation of the families of 500 staff and workers revealed 
that for the three quarters of 1980, the average income per household was 201.4 
yuan. There were 4.08 persone in each of theese households, 2.4 of whom had jobs. 
On the average, each job-holder supported 1.7 persons (including the jobholder 
himself), and with an average coset of living of 181.75 yuan, the net cash surplus 
wae 19.65 yuan. That is to say, after deduction of all expenses, the average cash 
surplus per etaff and worker family in a quarter of 4 year was 56.95 yuan, regarding 
peasants, during the period between January and November, 1980, the total amount 

of agricultural and sideline products sold by state farms, village commune brigades 
and commune members increased by 61.9 million yuan. The increase in income of 
peasants is greater if the farm and sideline products sold by individual commune 
members in agricultural trade faire are aleo included, 


The above facts prove that the policy of readjusting, reforming, consolidating 
and improving put forward at the id plenary session of the Lith Party Central 
Committee ia entirely correct, 


However, while the results of readjustment are confirmed, we should at the same 
time clearly see that great difficulties caused to the national economy by the 
appalling lO-vear turmeil as well os the mistakes in our economy and realize that 
these difficulties cannot ali be overcome within 3} years or so. At present, the 
outstanding probleme our economy ise facing are that the scale of capital construc- 
tion is more than our financial end material resources can cope with. There has 
been a poor erain harvest as a result of serious disasters in agriculture, the 
energy shortage has not vet been relieved and we continue to have a financial 
deficit. To put an end once and for all to the situation where there is dispro- 
portion in our national economy, to change empty speed into real speed and increase 
efficiency {rom low to high, we must go on grasping unsvervingly this key Link 

of readjustment, concentrate our strength in laying a good foundation and stand 
firm so that production and construction can be steadily developed from now on. 


fo carry out readjustment vigorously is to further readjust the proportional 
relations among the different branches of the national economy. We should concen- 
trate on bringing about « big readjustment in the major proportional relatons, such 
as agriculture, light industry and heavy industry, and accumulation and consumption, 
a0 that their development may be rationally coordinated. But how is the readjust- 
ment to be carried out nder the present circumstances, it is vital to grasp 

well tour characters: retreat, cut back, clear out, increase, / 


/i. Retreat. This is, there must be sufficient retreat in capital construction. / 
So-called sufficient retreat means real retreat to suit our present national 
strength. Although in the readjustment last year, there was some reduction of 
capital construction projects, however, those large projects that are not suitable 
to be constructed at the present time have not been stopped. So the capital 
construction front is still overextended. The fact that the scale of capital 
construction is large shows not only that we lack the strength to act on matters 














within the budget and that things have got out of hand, but also that matters 
Outeide the budget are out of control and the scale is getting bigger and bigger. 
For the last few years, capital construction projects involving funds outside the 
budget have been increasing. Initial calculations reveal that the proportion of 
nonbudgetary funds shot up in the total amount of funds allocated to the reproduc= 
tion of fixed assets in units under the system of ownership by the whole people, 
During the first S-year plan period, it was 11 percent. In 1976, it rose to 

MW percent and again to 40 percent in 1979, In 1980, it was further estimated 

to have ceached about 55 percent, These nonbudgetary fund channels involve a 
multitude of items, but to sum up, they fall inte four main categories, The first 
is funds raised by the local financial departments themselves such as the cash 
surplus from the previous financial year or the extra income from the current fiscal 
year. The second is the funds raised by the departments and enterprises themselves. 
These include the enterprises’ funds for renovation and rest. ucturing, the cash 
surplus of welfare funds for staff and workers, the portion of profits retained 

by the catering and service trades and the cash surplus fr r heavy repairs. The 
third is the cash surplus from the operating expenses of administrative units. 

This includes the surpluses fom the party and the league and trade union fees. 

The fourth is funds for apportionments to various sectors. The result of the scale 
of capital const ‘ction being too large is giaringly demonstrated in the poor 
return on inver'eest. The first result is that the construction period gets Longer. 
During the "./.8t S=vear plan” it took each big and medium-sized project an average 
of about 5 veare from the time it was first under construction to the day it was 
put into operation. But now it requires more than 10 years. The other result is 
that the synthetic production capability derived in a year is far from ideal, 

in economically developed countries, with a single unit of money things equating 

to several unite of money can be underta’e«n whereas with several units of money, 

we cannot do things equating to a sing). unit of money. As quite a large propor- 
tion of accumulation has been taken ur by investments in capital construction, 
therefore there should be readjustment of the proportional relations between 
accumulation and consumption with the emphasis on relaxing accumulation, but the 
crux of reducing accumulation is to . sztvack the scale of capital construction. 

this is the key Link in the econom.c veadjustment. 





‘2. Cut back. That is, cut bach roduction of goods in ample supply, do a good 

job of closing, stopping, merging and shifting./ As far as production is concerned, 
the existing fundamental situation is that products in short supply are being 
produced at a slow pace, and their supply cannot meet demand. On the other hand, 
products in ample supply are produced in large quantities so that there is over- 
stocking and although big enterprises do not have enough business, small factories 
spring up Like mushrooms. Consequently we have an unreasonable situation where 

the emall, backward and new enterprises are out to compete with the big, advanced 
and old ones. “or instance, not all the cotton spinning spindles in the country 
have gone in, coeration for lack of raw materials. But over the last 2 years, 

over 300 small cort © sills with less than 1,000 spindles each were newly built. 

We have already over 1,500 large breweries in our country, but thousands of small 
breweries have sprung up durine the last 2 years. With a production capability 

of 70,000 tons, the existing ..aie of large breweries in Jilin Province can already 
meet the demand. However, as many as 7,500 small breweries are continuing to be 
developed. According to complete statict'cs, there are nearly 2,000 units throughout 
the country that produce electric fans. i One municipality in the province of 
Liaoning there are 35 steel rolling mills wut only 8 of them have been included 











in the plane. in Henan Province there is an area where more than 100 emall 
factories are manufacturing leather shoes only. These factories wae up a lot of 
fuel and raw and processed materiale. They produce things blindly and the more 
they produce, the more they waste. Therefore, for those enterprises having a high 
consumption rate, producing products of low quality or commodities that are 
unmarketable or incur heavy losses, we should practice closing, stopping, merging 
and shifting, Moreover in the process of closing, stopping, merging and shifting, 
according to need and feasibility we aust promote integration and reorganisation 
of enterprises so that more energy and raw and processed materials are available 
to facilitate the production of products that are in short supply. Judging from 
the situation as a whole, only by conceding can we gain. Only by casting off the 
burdens and shunning the inferior position will we be able to give full play to 
our superiority and keep on strengthening the economic results. 


/3. Clear away. That ie, make an inventory of warehouses./ Within the domain 

of cireulation, each and every trade is taking up 4 large amount of circulating 
funds. There is also a large stock of such goods and materials as mechanical and 
electrical products and rolled steel. To better utilize such « large amount of 
financial and material resources, we have to make an inventory and carry out 
reasonable readjustment. We have to gake a few rules and regulations to cut down 
the circulating funds ae much as possible. Some of the rolled steel kept in stock 
should be remade to take the place of wood to cater for the needs of the rural 
areas, Some of the expensive roducts kept in etock can be sold by installments 
while those reserve products that are not easily marketable can be sold at reduced 
prices. We must make the beet use of evervthing and tap new sources of revenue. 


‘4, Increased, hat is, increase economization in production./ To carry out 
economic readjustment, we have to increase production, broaden soruces of income 
md reduce expenditure. nm the one hand, we have to calculate carefully and 


budget strictly, taking effective measures to conserve energy and cut down expenses. 
Om the other, we must pay close attention to agricultural production and try 
hard to promote the light and textile industries. We should arrange for production 


assignments by optimization so that the existing raw materials can be given full 
play to strenathen their economic results. We must tap production potential, 
improve the techniques of art in rafte and increase productivity. We have to 
readiust the structur f products, change products ot low grade to high grade, 


improve their quality vigorously and try hard to increase the production of those 
produc ts that are irketable ind in great demand so that the market needs can be 
satiaf ied, 


lo carry out a general economi read‘ustment is a major event affecting our national 
economy and the people ivelihood. it therefore must be implemented in real 
earnest. First, we must further eliminate the influence of “left” ideas. Why did 
we put undue emphasis on high speed, targets and accumulation in the past’ Why 

is the capital construction front getting more and more extended? Why is there 
serious disproportion in the national economy? The main reason is that for a long 
time the economic work has been jeopardized by the “left” ideas, and things were 
not done according to objective economic laws. We must eliminate “left” things 
from our thought, insist on the principle of seeking truth from facts and unify 
our thought and understanding so as to enable the economy to embark on a healthy 
road of development as soon as possible. Second, leadership must be unified and 
centralized. During the period of readjustment, there must be unified deployment, 











action and leadership. As regards macroeconomics, the eatate should give more 
planned guidance and necessary administrative intervention. As far as micro- 
economics is concerned, we should go on with the reform, enliven the economy and, 
under the guidance of state planning, bring into full play the active initiative 

of the enterprises at the grass roote level and the broad masses of etaff and 
workers. Third, there must be an overall balance, which is a major prerequisite 
for the development of the planned economy to be well coordinated. During the 
period of readjustment, care must be taken to strike an overall balance, particularly 
in the fields of finance, credit and goods and materials. Fourth, we must engage 
in ideological and political work in a down-to-earth manner. We must explain 
clearly to the broad masses the difficulties we are facing and details of the 
solutions. The masses will surely understand. Now that the political, ideological 
and organizational lines of the party have got onto the right track, further 
readjustmen: is possible and the economy as a whole will be developed steadily 

so long as the whole nation from top to bottom makes a concerted effort and acts 
firmly according to the unified d \oyment plane mapped ot by the Party Central 
Committee and the State Council. 


CSO: 4006 











NATIONAL POLICY AND ISSUES 


ALM OF SOCIALIST PRODUCTION 


HK170820 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 1, 20 Jan 81 
pp 1922 


[Article by Zhu Chuan [2612 1557] of the Liaoning Provincial People's Government: 
"The Practical Significance of the Theory of the Aim of Socialist Production" | 


|Text| Is the question of the aim of socialist production a question of common 
knowledge known to everybody or is it a major theoretical problem? What is the 
practical significance of discussing the question of the aim of production? In 

my opinion, it can be said that the question of the aim of production has become 
nore and more a question of Marxist theory with tremendous practical significance 
following the constant increase in the social division of labor, the raising of 

the degree »f socialization in production, and the progress of socialist moderniza- 
tion in our country? 





The basic economic laws of socialism are the laws that play a dominant role in the 
laws of the socialist economy and can be expressed ae the interaction and unity 

of the two aspects of the aim and means. However, we cannot equate the two aspects 
of the aim and means because ail means serve a certain aim. Just as the aim of 
capitalist production is the basis of basic capitalist economic laws, the aim of 
socialist production is the most essential point in the basic socialist economic 
laws. Precisely because of this, we are justified in saying that the theory of 

the aim of socialist production is the important theoretical foundation for the 
practical activities of socialist construction. 


Practice gives rise to theory. The practical socialist economic activities in 

our country have given rise to the theoretical protlem of the aim of socialist 
production. The discussions of the problems of socialist production have illustrated 
this point. 


More and more people have now realized that the theory of the aim of socialist 
production is not conjured up by the human mind but comes from practice. Since 

the aim of production has not been clarified, it has for a long time, existed in 
our economic work as the phenomenon of production for the sake of production, 

such as production for the fulfillment of plans with high targets and production 

in pursuit of output value and profits. Sometimes, it exists as production 

“to strive to excel,” “to strive for glory" and “to strive to advance,” production 
for the revolution, for the line and in response to slogans, and so on. Certainly, 
it does not mean that we can entirely ignore these demands in the course of under- 
taking production activities, but it means that we must, on the basic point of the 








aim of soctaltat production, ralee, understand and materialize these demands, We 
alao need to resist and rectify those erroneous demands on m sy occasions, 
Production for the sake of production that violates or devie as from the aim of 
socialist production is a principal cause for errors in arrauaging the national 
economy and blind production. No wonder many people who have promoted socialism 
for decades do not underatand what eucialiem is, and those who have undertaken 
socialist production for decades do not necessarily understand the aim of socialist 
production. Since the level of socialist production is ccnstantly beirg raised, 
the ties between the production departments and enterprises are very confused, the 
material and cultural needs of society are complex, varied and changing. Produc- 
tion, allocation, exchange and consumption are very complex and are repeated 
process of continuous movement. Recognition of the general principle that the 
world is matter and further recognition of che special forms of various matter is 
an endless process of understanding. Similarly, thorough understanding not only 
of the generality but also of the particularity of the aim of production and 
consdcious and correct realization of the aim of production is also an endless 
process of understanding. I. is one thing to ver: ally claim an understanding of 
the aim of production end another thing to truly understand the aim of socialist 


production. Precisely because of this, we can attain excellent results within a 
very short time ace the question of the aim of production has been raised and 
discussed in cv. ,unetion with reality. Through discussions in Liaoning Province 


we have deepended our understanding of the basic socialist econ mic laws and have 
attained a further understanding of our 30 years' experience of socialist construc- 
tion. This helps us implement the policy of the readjusting, reforming, consolidating 
and improving the national economy and helps us chart the medium and long term 

5-year and 10-year plans with the aim of satisfying the people's material and cultural 
needs in a better way. This should be -ery clear. The discussion of the theory 

of the aim of production is to arrange socialist production in a better way and do 

a good job in our economic work in accordance with the needs of society and the 
demands of the people's livelihood. 


The theory of the aim of socialist production comes from practice and is examined 
by practice. The success or failure of our 30 years of socialist economic construc- 
tion is determined by whether or not we have done things according to socialist 
economi: laws and mainly by whet.or or not we have done things according to the 
basic socialist ecenomic laws and whether the aim of socialist production is clear- 
cut or not. We have attained tremendous results in our 30 years of economic 
construction, but we have also committed many mistakes, taken many circuitous paths 
and spent much money on iearning these lessons. We are not content with the 
results already attained. When we recall old China, things have changed and 
everything is now greatly different. Everybody can see this. However speaking 

of the present world, we still have not discarded the labels of poverty and back- 
wardness. ("> cnerefore must still rise in great vigor and try to catch up in 

great haste. in ..« W years of economic construction in our country, we have 

been high in two thisgs and low in two things: high accumulation, high speed and 
low efficiency, low consumption. What is the fundamental cause for this condition?’ 
Besides the sabotage by the © ‘terrevolutionary cliques of Lin Biao and Jiang 
Qing, it is mainly the disaster created by the intervention of the "leftist" line. 
The error of the “leftist” line has aifected various aspects in our social life 

and is mainly manifested in three aspect in economic construction. First, it 

Las sabotaged the stability and unity of our party and country and even the entire 
society, sabotaged socialist socialist democre:y and the socialist legal system 

and checked the socialist enthusiasm of the masses of people. This has seriously 














damaged the normal development of the socialist eco omy in our country. Second, 
it has violated socialist economic laws. There is oo separation of party, govern- 
ment and enterprise functions, There is excessive centralization of power which 
exceeds the permissible objective limits and we do things blindly. This has 
destroyed the proportional relations in the national economy and has caused 
tremendous losses and waste. Third, we did not implement planned parenthood in 
the 1950's to control the natural popula*ion growth. There has been an increase 
in population of approximately 300 million people and cLremendous funds for education 
have been used. We can now clearly see that these"leftist" errors cannot be 
isolated from our violation of basic evcialist economic laws and the ambiguity of 
the aim of socialist production. Practice shows that according to the demands of 
the basic socialist economic laws and the clear-cut aim of socialist production, 
after we have completed socialist transformation, we should not increasingly take 
class struggle as the key link but snould insist on taking socialist construction 
as the long term central task and concentrate our efforts on socialist, modernized 
construction as stipulated by the 8th National Party Congress. According to the 
demand of the basic socialist economic laws and the clear-cut aim of socialist 
production, we may avoid one-sided development of heavy industry and instead of 
proceeding from certain heavy industrial products such as iron and steel or 
seeking a rapid increase in output value, we should proceed from satisfying the 
material and cultural needs of the entire society and the needs of the people's 
livelihood, to realistically make arrangements for activities in the national 


economy. Then we shall not put forth erroneous slogans and policies such as 
“production first, livelihood later” which bring about adverse results. We can 
then avoid blindness in production as far as possible and constantly improve 
people's Livelihood on the basis of developing production. We are also compelle« 
to show concern for the problem of population in our country. Practice has proved 
this simple truth: If we fully develop che superiority of the strong .abor force 


in our country and speed up the development of production on the one hand, and on 

the other hand, make the utmost efforts to control the natural growth of population 
in our country and reduce the funds consumed for training the labor force, we can 
conversely increase the accumulated funds by an equal amount. We can then greatly 
speed up the process of socialist mdernized construction in our country. To put 

it in another wav, even with the same speed of increase in production, we can 
evidently greatly increase the amount of per capita national income, the average 
dwelling area and the amount of consumer products per person. This is the historical 
experience we have obtained through practice after spending many tuition fees 





Practice needs theory and theorv guides practice. The discussion of the theory 

of the aim of socialist production is of special, tremendous practical significance 
in implementing the policy of readjust‘-c, reforming, consolidating and improving 
and in ruthlessly grasping readjustment d stabilization of the economy. The 


essence of readjusting, reforming, consolidating and improving is to follow the 
basic socialist economic laws and proceed from the aim of socialist production, 
so that production in our country which has encountered serious sabotage can be 
rapidly revived and developed so as to meet the needs of the entire society and the 
daily increasing needs of the people's material and cultural life. Reform of the 
highly centralized economic management system is the prerequisite for realizing 
socialist modernization in our country. Expansion of enterprise autonomy is the 
basis for the reform of the system. Development of the regulatory role of the 
market is the central link in the reform of the system. All this is to fully 
mobilize the initiative of the enterprises and localities, improve management and 
control, raise the technological level, opportunely grasp the market conditions, 











give quick feapeises and constantly develop secialist production under the unified 
Planning of the state se a8 to satisfy the daily increasing material and cultural 
needs of the people in a better way. However, this is a difficult, complicated 
and time-consuming task, and we can only attain success through repeated invest i- 
gations and experiments and taking certain steps, in light of the serious loss 

of propertional relations in the national economy and the dire straits of the 
financial conditions, we should not be too worried about attaining success, 
Readjustment and reform is the unity of contradictions, Reform helps readjustment 
and big readjust@ents create the essential conditions for major reforms, However, 
the most urgent tasks *t present are to readjust the economic structure, harmonize 
the propertional relations in the national economy, overcome financial difficulties 
and stabilize the economy, In the policy of readjusting, reforming, consolidating 
and improving, readjustment is the key link and the central task at present, 


ror a long time, owing to the sabotage of the counterrevolutionary cliques of 

Lin Biso and Jiang Oing and the errors of the “leftist” line, the serious loss of 
proportional relations in our national economy basically was not transformed, 
Liaoning Province is a heavy industrial base, but there are insufficient consumer 
products and there ie a9 energy crisis. The imbalance between the “bones” and the 
“meat” is furthe core a very serious problem. in the past 2 years, although we 
have attained co** in results in our readjustment work, the old probleme have not 
been solved « d eme new problems have emerged. On the one hand, we have increased 
the purchase price of agricultural products and increased our consumption funds. 
This is 4 good thing. On the other hand, aithough there has been a drop in the 
rate of accumulation, the total accumulated funds have been increased in successive 
years. Thus, the total amount of consumption funds and accumulated funds in 
monetary form has exceeded the total amo..t of the actual national income for the 
year, and investments in capital constriction and various financial expenses have 
exceeded the limite permitted by the © .mancial and material resources. <A serious 
financial deficit has emerged in successive vears and there has been a big gap 

in material resources, thus causing inflation and an increase in commodity pricec 
and this affects economic stability, he actual income of the residents and the 
further improvement of the people's Livelihood. Evidently, these conditions cannot 
be allowed to continue. Since the smashing of the “gang of four,” many comrades 
have underestimated the serious ©« wequences of the sabotage caused by the 10-year 
catastrophe and out of anxiety, they advocated “vigorous work and rapid results.” 
However, they have ignored the practical possibilities and failed to maintain an 
overall balance. They want to do all the good things all at once and blindly 

“work vigorously to attain rapid results.” They have extended the basic construc- 
tion front and thrown in large amounts of financial and material resources over a 
long period of time. They have not been able to produce the consumer products 
urgently re uired by society in the recent past. Blind construction may even cause 
losses and we « of investweent in capital construction. In this way, we cannot 
improve the , op'*'’s Livelihood but may, on the contrary, create economic chaos 
and cause damage t. he benefits already gained by the people. The basic task in 
our planning work ie to hareonize the proportional relations between various 
departments in the national ec -nomy, strike a balance in the two aspects of the form 
of value and the material foi. o. the products and strike a balance between the 
financial reseurces, material resourc’s and manpower in the aspect of production 
80 48 to speed up socialist production i:d better satisfy the material and cultural 
reeds of the people. I a general obseriacion of the economy at present, the most 
urgent taske of readjue' sent are to bring shout a balance in financial and material 
resources and credit funds and foreign exchange vithin the whole country and thus 
gradually harmonize the principal proportional relations. 
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home people do net recognise the basic seetalist economic laws and do net seriously 
consider the alm of socialist production, They do not appreciate the seriousness 
of the problem of imbalance and hold 4 passive and even conflicting view teward 

the readjustment of the national economy. This is certainly incorrect, There 

are many people who approve of readjustment. However, since they do net reapect 
the basic socialist economic laws and have ao clear understanding of the aim of 
socialist production, they want to reinforee goods that are in ample supply and 
extend goods that are in short supply. They are only willing te extend goods that 
are in short supply but are reluctant to eut down goods that are in ample supply. 
There is only increase without decrease, They blindly carry out construction and 
duplicate construction of plante even for products that are already in excessive 
supply. This inevitably causes a high rate of acewmlation and imbalance and brings 
about consequences that are detrimental to people's interests. Resolute and 
effective methods should be adopted immediately to rectify and stop these phenomena. 





Liaoning Province hae carried out some preliminary adjustments and attained marked 
results in accordance with the theory of the aim of socialist production under the 
unified planning ef the whole country since 1980, 


1. There have been tremendous changes in the direction of the use of investments 

in capital construction. Mere than half of the investments have been concentrated 
in the production of the means of consumption and in the aspects of people's material 
and cultural life. More than 60 percent of investment in heavy industry has been 
used in the fuel industries such as coal, electricity and petroleum and the 
construction material industry. This helps etrengthen the construction of produc- 
tion in the aspects of food, ciothing, utilities and accommodation. 


2. Im accordance with the principle of making arrangements by selecting che strong 
plants, we have ciosed down, suspended operation in, amalgamated and transformed 
21 enterprises which consume 4 large amount of fuel, incur great losses, produce 
products which are sot easily marketable and cause serious environmental pollution. 
We have saved 200,000 tone of coal, 8) million kwh of electricity and reduced 
losses by 23 million yuan by closing down 71 emali blast furnaces, small chemical 
fertilizer plants and email insecticide plants alone. 


3. According to the statistics from January to November 1980, light industry 

has been increased by 26.3 percent. This is 4 big increase over the rate of growth 
of heavy industry. The proportion of Light industry compared to industry as a 
whole has also been increased. 


The resources of the country are limited. The finance in the whole country in 
particular is very difficult and there is a further energy crisis in Liaoning. 

For some time in the future and in 1981 in particular, the task of Liaoning in 

the adjustment of the national economy will etill be very heavy. We should, in 
accordance with the demands of the basic economic laws, proceed from the aim of 
socialist production and take the aim of socialist production as the goal, make 
proper arrangements for the production of consumer products, market supplies and 
people's livelihood under the centralized and unified leadership of the whole 
couutry, resolutely shorten the capital construction front while properly retaining 
and continuing the construction projects to replenish the “meat,” stop and postpone 
the construction ot 4 number of construction projects which are not urgently 
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required and the construction projects of processing industries with large fuel 
consumption and poor economic results, Meanwhile, we still have te close down, 
suspend operation in, amalgamate and transfer a part of industry, further reform 
the structure of industry and products, economize on the use of fuel, cut down 
losses and improve economic results, We must, in particular, increase the produc= 
tion of consumer products so that the supply of market commodities conforms to the 
purchasing power of society. Readjustment is active, Through readjustment, we 
retreat in order to advance and there is advance amid retreat. Thic is an active 
measure in overcoming financial difficulties, stabiliging the economy, stabilizing 
the market and the people's livelihood and creating conditions for future develop- 
ment and realizing socialist modernisation. 


Therefore, the discussion of the theory of the aim of socialist production is not 
a nonessential empty theoretical discussion but has tremendous practical signifi- 
cance toward summing up the expericace of socialist construction in our country, 
directing the work of economic construction in our country, implementing the policy 
of readjusting, reforming, consolidating and improving, grasping readjustment and 
stabilizing the economy 
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NATIONAL POLICY AND ISSUES 


ONK-MAN LEADERSHIP SYSTEM 


WK190310 Beijing JINGJI YANJIU [BCONOMIC RESEARCH) in Chinese No 1, 20 Jan 61 
pp 37-44 


[Article by Wang Mengkui [3769 1125 1145}: "A Problem in the Syetem of Leadership 
of Enterprises--An Investigation Into the System of One-Man Leadership") 





[text| The s\etem of one-man leadership has been criticized as revisionism for 

many years. in reality, the principle of practicing one-man leadership in the 
aiministration of social enterprises was put forward by Lenin. It is not revisionism 
at all. Wow, at 4 time whes we have etarted to carry out reforme in the system 

of leadership in enterprises, it is necessary to investigate this problem. 


Any considerably large-scale common labor needs unified direction. If individual 
labor is compared to * solo violinist who conducts himself, common labor is then 
something like a band which must have a conductor. Marx said, “In labor, with 

many people cooperating, the connection and unification of process are inevitably 
manifested in the will of a director and in different kinds of functions which 

are not related to partial labor but rather to the whole activities of the workshop. 
This is similar to a band's needing a conductor.” ("Das Kapital” Vol 3, Renmin 
Publishing House 1975 edition, p 431), This ie a kind of special function which is 
the outcome of the nature of the process of social labor and belongs co the process 
of social labor. The more advanced the level of science and technology is, the 
more socialized production is, the more complicated the material conditions of 
production and circulation are, then the more the connections and unification 

in the process of production will be manifested in the will of one director. 

In modernized industrial enterprises, where numerous people are working together 

in production, complicated connections exist among different processes, among 
different teams, groups and vorkshops and among functioning departments. Technical 
conditions in production using big machines cause the production processes to 
possess the characteristic of uninterruptible continuity. They require the 

actions of thousands of people to be exact and without error and hundreds of 
production links to be coordinating closely and harmoniously. Many problems 

during this type of production need quick decisions. If there is not “one direcotr,” 
but many directors or no director, problems which occur during production cannot 
then be solved in a timely way. And activities of different individuals cannot 

be coordinated. Disorder and even stoppage will occur in the process of production. 
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From the standpoint of the histery of the development of enterprise administration 
in capitaliem, the seale of enterprises was not big in the beginning, and each 
capitalist managed his enterprise personally and made his own policy, He was both 
4 capitalist and a commander of the enterprise. Later, with the expansion of the 
scale of production, the joint stock companies, administrative organs with the 
characteristics of collective leadership such as the so-called manager stratum, 
the board of directors and councils, emerged. But these are only policymaking 
organs, while factory directors or managers are fully responsible for routine 
administrative direction in production, Socialism is the product of the large 
machine induetry. Under socialist conditions, the national economy has become an 
organic entity because of the setting up of the public ownership of the means 

of preduction. Each enterprise is then sigilar to a living economic cell in this 
organic body. In order to make this kind of socialized large production operate 
amoothiy, the necessity of uni*ied direction becomes more cu spicuous, Lenin said, 
“Any large machine industry-<the source and foundation of materials and production 
of sectalism==needs unconditional and very etrict unified will to guide hundreds 
of people, thousands of people and even tens of thousands of people to work 
together, This necessity is obvious from the technical, economic or historical 
pointe of view. All those whe want to realize socialism have all along admitted 
that this is the ‘ondition for realizing socialien.” ("Complete Works of Lenin,” 
"The Present T> ° |! Soviet Political Power,” Vol 27, p 246) Lenin reckoned that 
in order to save this kind of unified will, we must practice the system of one-man 
leadership in socialist enterprise administration. The term the system of one-man 
leadership in Russian is “edinonachalie,” meaning “the system of one-man leader- 
ship,” “the system of single direction” and “the system of specified responsibility.’ 
in simple language, it is responsibility aseumed by “one head." 


The system of one-man leadership favored by Lenin was put forward as the antithesis 
of the avetem of collective administracion. As early as on the eve of the October 
revolution, factory compittees or workers supervision committees had been set up 

in many factories in Russia in order to strive for supervision by workers. Soon 
after the victory of the revolution, che capitalist carried out slowdowns and even 
closed down factories. Production tes about to collapse. in order to struggle 
against the sabotaging activities of the bourgeoisie, Lenin personally drafted 

the “Regulations of the Workers’ “upervision.” Workers’ supervision quickly spread 
everywhere, ard the factory committees and the workers supervision committees 
directly took part in the factory administration. They plaved an active role in 
cracking down on the sabotaging activities of the capitalists and paved the way 

for the nationalization of industry. By the end of 1918, the nationalization of 
industry had basicaliy been realized. However, to carry on normal social production, 
the disadvantages of this system of collective administration were soon exposed. 
There was no definite system of responsibility. The phenomenon of multiple 
leadership © «© responsible person in charge was very common. Labor discipline 
slackened. or) ‘ficiency declined. Speed and precision in work required by 
conditions of conc. rated large industry could not be ensured. Lenin held that 

the system of collective aca ‘nistration was something embryonic which came into 
existence in the early stage «* Soviet political power and was a “preparatory class” 
for learning administration. Wuwen the forms of organization are already determined 
and quite stable, we must adopt tie + ‘stem of one-man leadership if we want to do 
practical work, because this kind of +..:em can best ensure the rational use of 
manpower and can best ensure the inspect on of work, in action and not in words.” 
Therefore, Lenin put forward that “the syster of collective administration, which 
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is of a primary form, should develop regularly into the system of the one-man 
leadership.” ("Complete Works of Lenin,” “Speech Made at the Third Representatives’ 
Congress of the All-Russia National Eeonemy Committee,” Vol 30, pp 278-279) 





Ae early as March, 1918, the decree about strengthening railway transportation 
issued by the people's committee, which had been revised and signed by Lenin, 
already stipulated the transition from the system of collective administration to 
the system of one-man leadership. The Second Representatives’ Congress of the 
All-Russia National Feonomy Committee, the All-Ruseia Central Executive Committee, 
and the Ninth Representatives Congress of the Russian Communist Party (Bolehevik) 
all affirmed the principle of the system of one-man leadership put forward by Lenin 
and decided to put it into effect step by step. On behalf of the people's committee, 
Lenin personally wrote the draft resolution “about the adoption of the system of 
one-man leadership by the Central Administrative Bureau of the textile industry 

to replace the system of collective administration.” In 1920, on the basia of 

2 years’ practical experience, Lenin announced, “At present, according to the 
general trend, the system of one-man leadership has already become the only correct 
working method." (Ibid) 


The syatem of one-man leadership favored by Lenin mainly consisted of the following: 


(1) Unified direction is “to submit the will of hundreds and thousands of people 
to that of one man” in the process of production in order to “ensure the strictest 
unification of will.” ("Complete Works of Lenin,” “The Present Task of Soviet 
Political Power,” Vol 27, pp 246, 253) 


(2) Strict discipline ia “to unconditionally carry out directives and orders 
willingly and in a disciplined way, in order for economic organs to work exactly 
like clocks and watches.” ("Complete Works of Lenin,” “The First Draft of ‘The 
Present Task of the Soviet Political Power,'” Vol 27, pp 193, 194) 


(3) the system of specified responsibility: Ase Lenin said, “the basic principle 

of administration is that a certain number of people are completely responsible 

for a certain kind of work.” ("Complete Works of Lenin,” "A Note to A.E. Elizarova,” 
Vol %, p 554) The system of one-man leadership in enterprises is one in which 

the factory directors (managers) assume responsibility. 


(4) The svetem of one-man leadership is “to practice the system of individual 
dictatorship in the course of a certain kind of work and in certain aspects 
inclusive of fulfilling duties” only, and not in making policies on important 
problems. ("Complete Worke of Lenin,” “The First Draft of "The Present Task of 
the Soviet Political Power,’ Vol 27, pp 193,194) Policies for important problems 
should be made through collective diecussions. 


(5) The evstem of one-man leadership should be built on the basis of democracy. 
"The masses of the people should have the right to select for themselves responsible 
leaders. The masses of the people should have the right to dismiss them. The 
masses of the people should have the right to know and inspect each small step 

of their activities. The masses of the people should have the right to promote 

any worker to 4 leading poet.” (Ibid) 
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All these are in conformity with the objective requirements of socialized large= 
scale production, The pursuit of the system of one-man leadership played an active 
role in restoring and developing industrial production and the whole national 
economy of Soviet Russia, However, in the Soviet Union, the transition of the 
rather confused system of enterprise leadership to the extensive adoption of the 
system of one-man leadership also took quite a period of time, Up to 1930, Stalin 
atill sharply criticized the phenomenon of damaging the syetem of one-man leader=- 
ship by “changing enterprises from productive organic bodice into parliaments” 

and etressed: “If the practice of the system of one-man leadership is not guaranteed, 
and if a atrict system of responsibility is not set up in working processes, we 
cannot fulfill various tasks in transforming industry.” ("Complete Works of 
Stalin,” “The Political Report of the Cencral Committee of the Communist Party 
(Bolehevik) of the Soviet Union to the 16th Representatives’ Congress," Vol 12, 

p 290) 


Alter the founding ef ovr country, we put forth the slogan of learning from the 
Seviet Union. In cot rpeise administration, we continued to use the principle of 
the system of on son leadership. It was put into practice in some regions. 
Starting from . . .atter half of 1953, it was practiced in other regions one after 
another. However, according to the investigation made by relevant departments of 
the Central Committee, factories which actually implemented the administrative 
principle of the system of one-man leadership were not too many. This was mainly 
due to the lack of necessary rules and regulations and most cadres were without 
experience in administrating enterprises. Some examples are: many factory directors 
were not familiar with the professional ork and dared not assume responsibility 
boldly; the relationship between factoty director and deputy factory director was 
not that between the leading and the led, but that between several leaders sharing 
the power, each in charge of one branch of work; rules and regulations concerning 
responsibility were not properly established so that when anything came up, each 
tried to shift responsibility onto otners; people did not have a clear under- 
standing of productive enterprises, inking that factory directors giving orders 
was commandism and an individual assuming responsibility was acting arbitrarily. 
At that time, the system of lead: ship in enterprises was rather confused. Many 
comrades were not clear about the status and function of the party organizations in 
factories and the relationship between the system of one-man leadership and the 
syatom of collective leadership of the party committees. Each gave a different 
explanation and each had his own way. Many factory directors were afraid of 

going against the system of collective leadership and did not dare to handle 
problems boldly. Small matters or big ones were all submitted to the party 
committee for a solution and the party committee was afraid of violating the 
principle of *. + system of one-man leadership. Both the former and the latter 
had misgivings a: ‘he work was thus affected. At that time, the method of leader- 
ship of the party coesittees in most factories was roughly similar to that of the 
local party committees, that is, any major problem had to first be discussed by 
the party committee before ti.» cision was implemented separately by different 
departments. Since there were oo rules to follow and there were no definite 
limite for the so-called major probleas, problems to be discussed by the party 
committees in many factories were so numerous that even three or four meetings a 
w ek were not enough. Consequently, the ideological and political work of the 
party was weakened and its function of supervir ing and guaranteeing the economic 
work also became weak and ineffective. 
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In view of the above situation, the CCP Central Committee explicitly pointed out 

in October 1955; "The party organisations in enterprises must seriously help 
establish and consolidate the system of one-man leadership in enterprise administra- 
tion and educate all working personnel to observe strictly the administrative 
discipline and order in enterprises, The party organizations must look upon the 
establishment of the system of one-man leadership as one of their basic political 
tasks, because only when a rigorous system of one-man leadership has been established 
in an enterprise can the system of specified responsibility be established in 
different kinds of work and effective economic order and working order be established, 
-» «Besides, only in thie way can the party's political work be carried owt normally." 
It aleo pointed out: “We should in no way contradict the political leadership of 
the party with the pursuit of the system of the one-man leadership and should in 

no way separate economic work from political work." Nevertheless, there was an 
abrupt turn in the course of events before these stipulations were comprehensively 
implemented. 


In 1956, the socialist transformation of the ownership of the means of production 
was basically completed. We were faced with the new problem of how to carry out 
effectively economic administration and enterprise administration. Some short- 
comings and errors in the economic construction of the Soviet Union had already 
been exposed which were bound to call for deep thought. In his speech "On the 
10 Major Relations,” Comrade Mao Zedong set forth his opposition to dogmatism and 
stated that not al! experiences of the Soviet Union could be copied or used 
mechanically. That was completely correct, but in putting this correct principle 
into practice, there was one=-sidedness to a certain extent. Some of the things 
which should not have been entirely negated were abandoned indiscriminately. The 
system of one-man leadership was one of them. 


In 1956, it was decided that the system of factory directors (managers) eseuming 
responsibility under the leadership of the party committees was to be practiced 
in enterprises. The criticiem of the system of one-mar leadership at that time 
was that the system crroneously stressed that the responsible persons in enter- 
prise administration were leaders with full power and that party organizations in 


enterprises were t« serve oniy a8 supervisors and guarantors in the administrative 
work in production. This put the party organizations in a subordinate position, 
which was a mistake of dopgmatiem. in spite of that, the system of one-man leader- 
ship was not completely negated. Its achievements in reestablishing order in 


production, in removing the phenomenon of nobody assuming responsibility in 
production administration, and in establishing ruies and regulations concerning 
responsibility, were still aftirmed, 


During the so-called “great leap forward” in 1958, the system of one-man leadership 
was criticized as antiethical to the party's leadership and the mass movements. 

in its stead was the “centralization of power in the hands" of party committees 

in enterprises to deal with major issues. Party committees handled directly all 
the work in enterprises including administrative work in production. Under the 
slogans “putting politics in command" and “putting the secretary in command," 

the secretary of the party committee ren the whole show and the factory director's 
right of giving unified direction in production was actually cancelled or greatly 
weakened. At that time, the so-called “no-man administration" and “self- 
administration” were advocated. Several “selfs” and “nos” were put into practice, 
resulting in slack labor discipline, lax rules and regulations and chaos in 











production, The economic work became worse and worse, This undoubtedly was one 
of the reasons that great damage was done to production during the “great leap 
forward.” During the so-called antiright opportunism movement in 1959 which 
followed immediately thereafter the charge against the system of one-man leader- 
ship was suddenly changed from dogmatiam to right opportuniam and the difference 
between opposing the system of one-man leadership and advocating the system of 
one-man leadership was looked upon as the struggle between two fundamentally 
contradictory lines, thinking and methode-<the proletarian and the bourgeois 
administration of enterprises. In March 1960, the system of one-man leadership 
was again further criticized as the antithesia of the so-called "Charter of the 
Anshan Lron and Steel Company.” 


Facts are relentless, “The great leap forward" caused great damage to the economy, 
and we were forced to carry out readjustment of the economy. In 1961, the CCP 
Central Committee formulated the "Regulations Regarding the Work of State-run 
industrial Enterprises (draft)," that is, “the 70 Provisions for Industry.” 
Although the "regulations" still insisted on the system of factory directors 
assuming responsibility under the leadership of the party committees, and the 
stipulated range of problems which had to be discuseed by the party committees 
before making de. sions was still too wide, the "regulations" conspicuously 
stressed the fo'' ».ing: “A factory director is responsible for directing 
administrative work of production in an enterprise;" a unified administrative 
directing system in production in the whole factory, headed by the factory director, 
must be established in order to give centralized leadership in productive, technical 
and financial activities of the enterprise;" "the directing center of administrative 
work of an enterprise is the factory office;" and "the party committee of an 
enterprise should actively assist the un ried administrative directing system of 

the whole factory headed by the factory director to exercise its authority." All 
these showed apparent progress and hac merit as the summation of the experience 

and lessons in enterprise administration during the period of the "great leap 
forward," although such a summation wes primary and incomplete. 


"The 70 Provisions" was a draft to b: revised. Owing to the fact that shortly 
afterwards, the voice of class struggle became louder with each passing day, the 
discussions, revision and experirs its concerning them could not be continued, 

Again, what followed was the "great cultural revolution,” during which "the 70 
Provisions" were attacked and chopped off as large “poisonous weeds." One of the 
major charges was that they revived the system of one-man leadership. It goes 
without saying that the system of one-man leadership was treated as "revisionist 
sinister stuff" and became the so-called target of "great revolutionary criticism.” 
Damage caused by this in enterprise administration and in the whole national economy 
is well-known to everybody. 


What do the .oove ‘istorical facts show? 


First, in our country and irom a nationwide standpoint, the administrative principle 
of the system of Baman leade~s’ ‘od was not extensively implemented even during the 
period from 1953 to 1955 in wu.ch the system of one-man leadership was practiced 

in a guided way; much less was ic imp.emented during the period when the system 

of one-man leadership was criticiaed. Judging from this point of view, the ever- 
sharpening criticism of tne system of one-wan leadership over a long period of 

more than 20 years did not have an, definite obiect in view. Even the meaning of 
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the system of one-man leadership was unclear, Under the slogan of criticising the 
syatem of one-man leadership, what was done away with was actually unified direction 
in production, atrict labor discipline, the syatem of specified responsibility and 
other indispensable rules and regulations in socialized large-scale production, 

The escalation of the criticiam of the system of one-man leadership was accompanied 
by the ever-increasing development of “left" practices in enterprise administra~ 
tion and the ever more serious damage to enterprise administration. 


Second, for many years, our enterprises have practiced the system of the factory 
director assuming responsibility under the party committee, Even during the 
period when the system of one-man leadership was pursued, the problem of the 
party committee handling too many administrative affaires exieted in many enter- 
prises. However, we did not find a timely solution to the problem in the system, 
but instead acted in an opposite direction. Consequently, the problem became more 
and more serious with the escalation of the criticiem of the system of one-man 
leadership. 


Third, although our enterprise management was very poor during some periods, it 
was better during others. There have also been some successful experiences. 

But we should admit that we have not yet got a ripe and ecientific administrative 
syatem suitable for our country's situation. The system of leadership in enter- 
prises is still unsound. This is precisely one of the problems to be solved in 
the economic reforms being carried out at present. 


ill 


it is doubtless that the socialist construction needs the leadership of the 

Communist Party. However, the leadership of the party should be manifested mainly 

in formulating a correct line and policies, the implementation of which should 

be the work of state organs. The party should not monopolize administrative affairs. 
The party should not be a substitute for the government and the party should not 

be a substitute for the enterprise. The system of one-man leadership is only 

unified direction of administrative work in production, and it belongs to a different 
category from that of the party's leadership. It is a kind of misunderstanding 

to say that it opposes or weakens the party leadership. 


Based on several years' practice of the svstem of the factory director's assuming 
responsibility under the leadership of the party committee, with a few exceptions, 
the result of execution in most enterprises has not been satisfactory. This kind 

of system of leadership in enterprises is not favorable for the modernization of 
industrial production, for the modernization of the system of industrial administra- 
tion, nor for strenethening the party's work in enterprises. The disadvantages 

are mainly in: 


(1) The party substituting for the enterprise: An enterprise is a social economic 
organization. With the progress of economic reforms and the extension of the right 
of decisionmaking, on enterprise will become a “legalis homo" who administers 
independently and assumes sole responsibility for its profits and losses, It 

will be a commodity producer with independent economic interests. Competition will 
exist among enterprises. The state will also mainly rely on economic means to 
regulate activities of enterprises. As for the party, it is a class political 
organization which is held together by strict organizational discipline. The party 
organization in an enterprise is only a branch organization of the party. Party 
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organi#ations cannot compete with each other, Administrative activities in 
enterprise production such as market forecasting, production, sales, services and 
so on are beyond the scope of the work of a party committee. It is even more 
improper if interregional coordination of specialized trades, interregional 
combination and joint-venture enterprises with foreign investment are atill under 
the leadership of a certain regional party organization. The system of leadership 
in which the party substitutes for the enterprise often provides convenient condi- 
tions for politics to have an impact on the economy. 


(2) The separation of power from responsibility: After a decision is made by the 
party committee, the factory director alone is responsible for ite implementation, 

A factory director has Little power but grave responsibility. Actually he is 

unable to shoulder the responsibility either. In case any mistake occurs, it is 
etill impossible to investigate and fix the responsibility. Therefore, it is 
impossible to set up a strict system of responsibility. Since he system of the 
factory director assuming responsibility under the leader’ hip o! the party committee 
was put into practice, we have also stressed the establishment of an administrative 
directing system in production headed by the factory director. However, it has 

all along been difticuls to do the latter. This is wot at all accidental. 


(3) “The syst: ’ che secretary's one-man leadership:" For many years, the 
system of one san leadership has been criticized and under the slogan of strength- 
ening centralized party leadership, all power is concentrated inappropriately in 
the party committee, especially on in the secretary of the party committee. 
fverything is decided by the party secretary, resulting in "the system of the 
secretary's one-man leadership." After the system of the factory director's one- 
man leadership was criticized, “the syst m of the secretary's one-man leadership 
emerged." This also demonstrates by negative example that it is necessary to have 
the system of one-man leadership in administrative direction in production. The 
question is: What kind of system of one-man leadership should be practiced? 

Since the secretary of the party committee does not directly shoulder economic 
responsibility and often appears as .smeone representing the party's leadership, 
it is even more difficult to have isnsvection and supervision by the masses of the 
people, and any possible errors will be even more difficult to prevent and correct. 
Furthermore, secretaries of the rr ty committee with professional knowledge in 
production are even fewer than factory directors. Therefore, "the system of the 
party secretary's one-man leadership" not only does not have the advantages of the 
system of the factory director's one-man leadership but also brings with it many 
problems. The party committee has to handle all major or minor problems. Conse- 
quently, the party organization gets bogged down in routine administrative affairs 
in production and cannot concentrate its strength on doing a proper job of ideolo- 
gical and political work. This obviously does not strengthen the party's leadership 
but weakens i. 


Changing the syetem * the factory director assuming responsibility under the 
party's leadership in no way reduces the responsibility of the party committee in 
an enterprise but increases ‘t After shaking off routine administrative affairs 
in production, the party comm..cce can concentrate its energy on running the party 
well and carrying out ideologica’ and »volitical leadership in the enterprise. It 
is an arduous task to carry out highly .ifective ideological and political work, 

to do a good job of the party's ideologicas and organizational construction, to 
educate the party members to play an exempiary role, and to supervise and guarantee 
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the implementation of the party's line and policies as well ae the state's policies 
and decrees in an enterprise, 


Some comrades are afraid that changing the syatem of the factory director assuming 
responsibility under the leadership of the party committee may weaken the party's 
leadership. This reservation is unnecessary. In speaking about how a clase carries 
out administration, Lenin once said, "The dominant position of the working clase 

is manifested in the constitution, in the system of ownership and in the fact that 
it is we who are propelling things forward. But administration ie another thing. 
It concerns ability and skills.” ("Complete Works of Lenin,” "Speech at the Meeting 
of the Communist Party Groupe of the All-Russia Central Council,” Vol 36, p 544) 
This ie also true of the leadership of the party. The party's leadership can also 
be .chieved without using the system of the factory director's assuming responsi- 
bility under the leadership of the party committee. First, the state organs 
formulate policies and decrees according to the party's correct line and policies, 
restrict enterprises from outside using economic levers supplemented with necessary 
administrative means, and bring the administrative activities in production into 
the orbit of the party's line and policies and the state's policies. Second, by 
means of ideological and political work, the exemplary role of party members, 

and various forms of supervision, the party committee of an enterprise guides 

the enterprise from without to carry out its work within the range permitted by 

the party's line and policies and the state's policies, and ensures the socialist 
direction of the enterprise. Third, under the condition of the people's democratic 
dictatorship, only those members of the Communist Party and nonparty members who 
uphold the party's line and policies and carry out the state's policies and decrees 
can be elected by the staff and workers (or recommended by an organ at a higher 
level and elected by the masses) or appointed by higher authorities (or elected 

by the masses and appointed by higher authorities) as leaders of an enterprise. 

It is very difficult for those who oppose the party's line and policies and the 
state's policies and decrees to remain long in their leading posts. Fourth, 

those who assume a leading post are mostly cadres of party members. They are under 
the leadership of administrative departments at higher levels, under the political 
leadership of party organizations at higher levels as well as under the supervision 
of party organizations at the same level. All this embodies the role of the party's 
leadership in enterprises. 





IV 


The criticism of the system of one-man leadership in the past concentrated mainly 

on two aspects. One charge was that it opposed and weakened the party's leader- 

ship and the other charge was that it opposed the mass line and democratic administra- 
tion. It seemed that the system of one-man leadership meant that whatever the 

factory director said went. That was also a misunderstanding. 


The mass line is a fine tradition of the party. Anyone in a leading post should 
follow the mass line in his work. Under the system of one-man leadership, it is 
necessary for the party committee and the factory director of an enterprise to 
follow the mass line and there is the possibility of violating it. Likewise, 
under the system of the factory director assuming responsibility under the leader- 
ship of the party committee, it is also necessary for the party committee and the 
factory director of an enterprise to follow the mass line and there is also the 
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possibility of violating it. lt is groundless to say that the system of one-man 
leadership is bound to go againat the masa line and that the system of the factory 
director assuming responsibility under the leadership of the party committee is 
bound to be able to follow the masse line. The fact was: During the period when 
the system of one-man leadership was pursued, the massa line was implemented better. 
After the system of one-man leadership was criticized and large-scale masse movements 
in industry were stressed, formalism was encouraged, The practice of raising a 

hue and cry was actually “swaying the masses," and was seriously divorced from the 
masses. 


The mass line is the indispensable condition for democratic administration, but it 
cannot substitute for democratic administration. The mass line is to be "followed" 
by leaders. When we say "following" the mase line, leaders are the main party 
concerned while the masses are the secondary one. But in democratic administra- 
tion, the masses se iould be the main party concerned. Democratic administration is 
one of the basic characteristics of a socialist enterprise. It is of special 
importance to us. Capitalism was not well-developed in old China. There was no 
democratic tradition and the influence of feudal autocracy permeated every aspect 
of social Life, including enterprise administration. Even with the arduous efforts 
of the past 30 ye rs, the social productive forces of our country have made much 
progress when cc .ared with those of old China. But on the whole, the economy 

is still very vackward and the influence of petty production still exists universally 
and it is very easy to practice the patrirchal system again. Because of the 
mistakes in making certain importart policies, the influence of feudalism and petty 
production has not been duly and thoroughly removed but has been publicized and 
defended as the superiority of socialism. For these reasons, the system of 
democratic administration in enterprises aas been unsound up till now. Democrati- 
zation of enterprise administration is ne indispensable component of modernization. 
Without democratization of enterprise administration, the system of one-man 
leadership can easily become the patrirchel system. The enthusiasm of the masses 
will then be suppressed and the modern‘zation cannot be smoothly realized. 


For many years, people have been arg.ing about which is better, the system of the 
one-man leadership (the system of the factory director assuming responsibility) 

or the system of the factory dire..or assuming the responsibility under the leader- 
ship of the party committee. This argument boils down to the question of who 
should have the right to make policies, the party committee or the factory. However, 
the problem of how to make the masses of the staff and workers become real masters 
has not been seriously discussed, much less has this problem which concerns the 
life or death of the socialist system been solved in practice. Therefore, although 
the mass line has been continuously propagated, no substantive progress has been 
made in the democratic administration of enterprises. The masses of staff and 
workers have r.' much say on the major problems of an enterprise. The congresses 
of staff and worke ~ have become a mere formality. During the “great cultural 
revolution,” even thi. formality was abolished. The democratic rights of the staff 


and workers were greatly impaired. The situation was even worse than in the period 
after the democratic reform whi » took place shortly after the liberation. We 
should bear in mind this historical lesson, give importance to the problem of making 
the masses of the staff and workers masters of their own affairs, and solve the 
problem by means of the system. 











Indeed we have all a.ong been advocating “worker participation in management." 

This is a slogan of positive significance. However, if it is taken as the basic 
symbol of socialist enterprise management, it is far from being enough. If workers 
are asked only to “participate” in management, then modern capitaliam has already 
done this to a certain extent. They have invited workers to participate in the work 
of policymaking organs such as the board of directors and pursue the so-called 
“system of staff and workers participating in management," “autonomous management," 
and so on. Under the socialist system, the staff and workers should not merely 
“participate” in management, such as acting as part-time accountings, inspectors, 
storekeepers, or just send several workers' representatives to be full-time or 
part-time members of an enterprise leading group, but should become the main party 
in management. That is to say, the right of making policies in an enterprise should 
belong to the entire staff and workers of the enterprise. We should make the 

staff and workers’ rally or the staff and workers' congress become an enterprise's 
supreme organ of | ower, which discusses and makes decisions on major problems 
concerning the production and administration of the enterprise, and elect: invites 
applications for, or dismisses factory directors. When we speak about expanding 
the decisionmaking power of enterprises, we mean, in the final analysis, to extend 
the right  f the staff and workers in administering an enterprise. If this problem 
of the right of making policies is solved, then the right of the system of one-man 
leadership is only to execute the commission of the staff and workers. it is an 
objective right in the executive process and will not become an unrestricted 
personal right. In this way, the destiny of a leader is in the hands of the masses 
and not the destiny of the masses in the hands of a leader. This can better urge 

a leader to follow the mass iine in his work and to overcome bureaucratism. When 
people obey orders given by directors in production, they will then consider them 
as needs in production and as conscientious discipline. Without staff and workers 
acting as masters. none of this can be achieved. 





the exercising of the right to be masters of their own house by the broad masses 

of staft and workers depend n the continuous improvement of the socialist 
political system and economic system, and depends on raising one's political 
consciousness, the degree of organization and the cultural level. As long as the 
broad masses of the people remain in 4 stage o ving no culture and being 
ignorant, it is very difficult to fullv realize democratic management. Lenin 
pointed out that if we want to realize democratic administration, “Laws alone are 
not enough. There must be extensive educational work, organizational work and 
cultural work. Ail this canvot be achieved within a short period with laws, but 
needs tremendous long term et .orts.” ("Complete Works of Lenin,” "The 8th Congress 
of the Russian Communist Part: (Bolshevik)” Vol 29, p 152) Judging from this point 
of view, the realization of staff and workers acting as masters of their own house 
is bound to underg i geveioping rocess from a low stawe to a high one. Wwe 
cannot stop at formulating rules and regulations (this is of course important), 
but must make an e!ttort in many aspects. 


The staff and workers acting as masters of their own house is not contradictory 
with the system of one-man leadership. The working class carries out management 
as a class. As to whether adopting the system of collective administration with 
a committee or adopting the system of one-man leadership, it is only a matter of 
forms of management and does not involve class characteristics in management. 


In the past, Lenin sireac riticized the viewpoint of the system of one-man 
, . : , ea , ; 
leadership and management by workers being contradictory. He pointed out, “It 





seems as if the system of collective management alone is a system of management by 
workers while the system of one=man leadership is not a system of management by 
workers, The way of putting the question and such an argument alone show that we 
still do not have a sufficiently clear clase consciousness." ("Complete Works of 
Lenin,” “Speech at the Third Congrese of the All-Russia Navigation Workers," 

Vol 30, pp 393, 3994) Lenin a's explained, “Wow does the bourgeoisie manage’ 

As long a8 it is a ruler, it manages a6 a class. Sut has it not appointed any 
leaders’ We have not yet caught up with them in the leve! of development. They 
are good at ruling ae 4 clase and good at delegating management to people, whoever 
they may be, tach individual person is held compietely responsible for his work. 
Above these individuals is a very emall collective. They do not discuss any basic 
principles, nor do they write relevant resolutions. However, the whole political 
power is in their hands, Whoever is a professional has the authority.” ("Complete 
Works of Lenin,” “Speech at the Conference of the Communist [arty Groupe of the 
Central Couneil of the All-Russia Trade Union,” Vol 1%, p 544) It should be 
admitted that our socialist political system and the syet+m of leadership in 
enterprises are still unsound, We have not yet been able to perfect them, We 
should exert ourselves to this end, 


if a taectory dis tor wants to really shoulder the responsibility in directing 
production, he ~ . have a thorough professional knowledge and become an expert. 
Otherwise, he will give arbitrary and impracticable directions. It will be similar 
to an incompetent conductor turning the performance of a band into mixed and 
disorderly noises. Lenin said, “Any kind of administrative work needs a special 
skill. Someone can be the most capable revolutionary and agitator, but he may be 
completely incompetent in doing administrative work. Anyone who is familiar with 
actual life and rich in experience knowe Anyone who wents to do administrative 
work must be an expert, must have a the ough knowledge of all conditions in produc- 
tion, must understand modern advanced technology in production, and must be 
scientifically cultivated to a certain extent. ("Complete Works of Lenin,” “Speech 
at the Third Congress of the All-Russia Navigation Workers,” Vol 30, pp 393, 394) 
In speaking about difficulties encou..ered in implementing the system of one-man 
leadership, Stalin aleo pointed ouc, “Until we have mastered technology, we do 

not have and shall not have the system of one-man leadership. As long 48, among 
us Bolsheviks, there are not eno: . capable persons who have a thorough knowledge 
of technology, economy and finance, we cannot have a real system of one-man 
leadership.” ("Complete Works of Stalin,” "On the Tasks of Economic Workers,” 

Vol 13, p 36) We are facing 4 similar situation. Many of our comrades were worthy 
of the name of an outstanding commander and instigator in times of war, but they 
did not understand economic work, and they did not study seriously after liberation 
either. In addition, there have been endless political movements so they let 

time slip by without accomplishing anything and up till now they remain quite 
ignorant. if uch a situation is not changed, there can be no good management no 
matter what ..nd * system of leadership is put into practice. 


Here, there is also the provolem of how to treat the specialists. in criticizing 
the proposition of using the » «tem of collective management to oppose the system 
of one-man leadership, Lenin ,». ..ted out sharply, "A benighted spirit often ran 
through the discussion of the sy.ten .f collective management, that is, the spirit 
of opposiw specialists. We can never «.a victory with such a spirit.” ("Complete 
Works of Lenin,” “The Ninth Congress of the Russian Communist Party (Bolshevik) ,” 
Vol WO, p 419) What Lenin spoke of here was the bourgeois specialists. After the 











Vetober revolution, although many bourgeois specialists took an antagonistic 
attitude toward the new regime, Lenin still repeatedly stressed that they should 
be made use of and allowed specialists to do administrative work when the system 
of onewman leadership was practiced, Lenin reckoned that the clase which had won 
victory could not instantaneously assume the ability to manage simply because 

it wae an advanced class, it had to learn from the clase which it had overthrown, 
The situation in our country was different from that of Russia after the October 
revolution, Many nonparty specialists took part in the democratic revolution led 
by our party. Among them many became vanguarde of the proletariat through such 
temper, Through years of economic work in revolutionary bases and years of 
economic construction after liberation, many comrades have become capable persons 
and specialists in management with a thorough professional knowledge. tven 
specialists who worked under the old system before liberation have made ideological 
and political progress. This ie universally admitted. A much greater number of 
capable persone and specialists in management in different trades and professions 
are trained in the schoole of new China. All of them conetitute invaluable wealth. 
However, because of the extreme “left” line and policies in the past, they were 
treated as alien forces. The so-called “specialist line” was criticized and laymen 
leading experts was considered as 4 universal law, it seemed that the more expert 
4 man became the leas he was.entitied te be 4 leader in production, Thie greatly 
lowered the quality of leadership in enterprises and seriously influenced production, 
if we want to succeed in the present reform of the avetem of leadership in enter- 
prises, in addition to formulating correct rules and regulations, we must raise 

the management leve! of adres, boldly promote capable persons, and have young, 
cultured leading cadres with professional knowledge in enterprises. Otherwise, 

the system of the factory director assuming responsibility can never be set up 

and a factory director will never be able te assume responsibility even if he is 
asked to. 
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fo sum up, our system of enterprise management should principally be as follows: 
Socialist democracy is fully developed. The masses of staff and workers are the 
real masters of their own house and the staff and workers’ congress or staff and 
workers’ rally is the supreme orean of power of policymaking of an enterprise. 
There is centralized, unified leadership in the process of production and a powerful 
administrative directing system in production headed by the factory director is 
set up. The party committee of an enterprise exercises ideological and political 
leadership and plays a supervisory and protective role. If these basic principles 
are truly realized in the svetem of enterprise sanagement, it may be better to 
call it the factory director responsibility system instead of the system of one- 
man leadership. he latter is more appropriate. The essence of the problem lies 
in the content and not ir the nam, 


There is also the problem of the trade union organizations in enterprises. As 
organizations of the masses of workers, they should become “educational organiza- 
tions” and “schools for learning management.” ("Complete Works of Lenin,” "On 

the Trade Union, the Current Situation and the Mistakes of Trotsky,” Vol 30 p 419) 
As Lenin said, thev should “protect workers against encroachment by their own 
country, and at the same time, they should be used to organize workers to protect 
our country.” (Ibid) these two kinds of “protection” are fundamentally unanisous. 





Of course, problems such as how to organise the staff and workers’ congress, how 
to specify and exercise practically the Limits of authority among the staff and 
workers’ congress, the factory director, and the party committee of an enterprise, 
how to act harmoniously and unanimously, how to handle the relationship between 
the staff and workers’ congress and the trade union, should all be solved through 
summing up experience continuously in practice, Were, we must pay attention to 
two points, One is that to adopt or to abandon any management method must be 
subordinated to the interests of production and depends or whether it is favorable 
for the development of production, Another is that we must carry out trial points 
and advance steadily. Wwe must carry out reform of the system of leadership in 


enterprises step by step and promptly solve various practical problems encountered 
in the process of reform. (October 1980) 

















WATLONAL POLICY AND ISSUES 


HK180338 Beijing JINGJI YANJIU [BCONOMIC RESEARCH) in Chinese No 1, 20 Jan 81 
pp 68-71 


[Article by Ma Dean [7456 1795 1344] of the Economics Department of Beijing 
Teachers College: “Organization and Management Forms in Agricultural Production 
Should Be Determined by the Level of the Productive Forces--On Problems Concerning 
the Fixing of Output Quotas for Individual Households" | 


{Text} The form of "fixing output quotas for individual households" in the 
countryside has been much talked about recently, resulting in different views and 
conclusions. We carried out investigations this year [1980] in the Xiwengzhuang 
production brigade of the Xiwengzhuang people's commune of Miyun prefecture under 
Beijing municipality, where we studied the level of the productive force as well 
as the management of the production brigade. Our conclusion was that the labor 
organization of “fixing output quotas for individual households" is not suitable 
to the production level of the production brigade which has achieved a certain 
degree of mechanization that has led to structural changes in the means of produc- 
tion and developments in its collective economy. 


The forms of organization and management in agricultural production are determined 
by the development level of the productive force. The criterion for judging whether 
an organization and management form is applicable or not is whether this form 
promotes the development of production or limits and even hinders development. 

The form that promotes the development of production is suitable; otherwise it 

is unsuitable. The following are our views on this question and these views are 
based on our investigations. 


The form of fixing output quotas for individual households that is being carried 
out has broken through the boundary of the original "three responsibilities and 
one award” and “four fixings” of responsibility for job quotas, output quotas and 
cost norms and awards for overfulfillment of these quotas and fixed labor force, 
land, animals and tools. Furthermore, the responsibility for production quotas 
quotas of some crops and even land have also been placed on individual households. 
With this form, commune members now formulate their own plans for production costs 
and from the fixed output quotas they are responsible for handing over a certain 
amount to the state as tax, for selling to meet state purchasing quotas and for 
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handing over the accumulation fund and contributing to the welfare fund, and the 
remainder ia theirs to be utilised as they see fit, this means that the remainder 
is not distributed according to a wnified plan, Thus the individual households 
that are responsible for fixed output quotas have certain rights in deciding 
production (under the premise of fulfilling fixed output quotas, they have the 
right to decide their farming plan) and in handling products. Therefore, it is 
not enough just to regard the form of "fixing output quotas for individual house- 
holds” as a form of labor management of the system of responsbility, and thie form 
has led to changes in the nature of the collective economy. 


Just like the forms of ownership, the forms of labor organization and management 

are affected by the development level of production. Marx said: “The organization 
and division of labor differs according to the tools possessed, The division of 
labor that ie determined by hand grinders differs from that of steam grinders.” 
("Selected Works of Marx and Engels," “Political Economice and Metaphysics,” 

Vol 1, p 127) With manual operations, the form of labor organization and manage- 
ment is simple. It is mainly because such a form is suitable to simple coordination, 
Under such a form, laborers can be deployed well so that they can display their 
advantages. When mechaiigation has become an important part in production, the 

form and content of . i ganization and management mus. be developed accordingly. 

In order to accord with production processes of mechanical equipment, it is 
necessary to ‘ors -orresponding management organizations such as teams, groups, 
workshops, sections and levels in production while all levels have to closely 
coordinate under a well organized central organization. With regard to the contents 
of management, it is necessary to issue operation instructions according to technical 
processes of mechanical equipment and scientific developments so that people wil! 

be able to comply to these instructions. In addition, workers must be well 
organized according to their advantages so that results of coordination will be 
guaranteed, Thie situation is needed not only in industry but also in agriculture. 


The 4th production team of the Xiwengzhuang production brigade has 100 households 
consisting of 451 persons and 670 mu «f farmland. It has 2 hand-operated tractors, 
1 harvester, 3 threshers, 2 sowing machines, 1 winnowing machine, 1 hoeing machine, 
| pump, 4 rice and flour processing sachines, 5 big carts and a dozen draught 
animals. in 1979, the commune mer‘ers of this production team on the average 
received 180 yuan, 420 jin grain and 3 jin of edible oil from collective distribu- 
tion. The saving deposit of the production team was 76,000 yuan and those of commune 
members were 20,000 yuan. There is no household in the production team that 
overspends its income. More than 90 percent of the farmland in the production 

team and the production brigade have been put under mechanized cultivation. Wheat 
sowing and courtvard farmwork have been basically mechanized. The whole production 
brigade uses fine strains for all the crops it plants and 170 to 180 jin of chemical 
fertilizer i. > heen applied to each mu of farmland. The production brigade is 
located at southern tip of a reservoir. The farmland capital construction of 
thie production br «ade has been intensive and it has resulted in the fact that 
almost all the farmland his been put under gravitative irrigation. Grain production 
for the whole production brigede has gradually increased over the past few years. 
The total grain output in 1% «9s 660,000 jin, it now has increased by 2.5-fold 

to 2.4 million jin. Industria! anc sideline production have also developed and 
the money from these two yearly makes up more than a half of the distribution for 
the production teams. 
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To accord with the development of ite production, the fourth production teas formed 
three groups in 1980, two are responsible for farm production while the third is 
responsible for sideline production and other odd jobs. The two farm groupe have 
signed contracts with the production team on the “three responsibilities and one 
avard,” but simple jobs such as weeding, planting and thinning work that are 
designated with fixed quotas to individuals. All other asain farmwork are under 


~ ay arrangement of the collective. Distribution is managed by the produc- 
t teas. 


The conditions for production in this production team have exceeded the limite of 
individual farming. Therefore, the production of main crops is only suitable to 
the form of labor organization of the responsibility system; it is not —— 

to the form of “fixing output quotas for individual households." 

commune members, the land of the production team has been leveled and fished duo 
to their efforts over past years. To fix output quotas for individual households, 
the land would have to be redistributed by building up ridges to demarcate the plote 
thus taking some of the land out of cultivation. Though draught animale are 
virtually no longer needed by this team, but with the introduction of fixing output 
quotas for individual households, tractors would sit idle and would have to be 
sold to purchase donkeys. In addition, with fixing output quotas for individual 
households. the families of workers, cadres, armymen and martyre will have @ore 
burdens put on them, which will affect their morale, since many of their family 
members work in other places, and thie situation would not be in the interest of 
stability and unity. In ehort, they disapproved of the form of fixing output quotas 
for individual households. Of course, the above-mentioned situations are not 
necessarily caused by fixing output quotas for individual households; but some of 
these situations are vitally important and therefore they merit our consideration 
and study. Thus according to the conditions for production in the production team, 
1 think that some farmwork, such as the production of small amounts of products 
and some sideline productions may be designated with quotas to individual house- 
holds. For example, the plot. that were used by commune members to grow sweet 
potatoes have been distributed to them so that they can grow and harvest sweet 
potatoes for themselves and their grain ration can be deducted accordingly by the 
production team. in this way, when commune members harvest their sweet potatoes, 
they do it very carefully so that none of them are damaged. The sweet potatoes 
harvested in thie way are virtually damage-free and they can be easily kept from 
rottening. This form is welcome by commune members. Good results have also been 
achieved in distributing hilly slopes and entire hills to individual households 
for afforestation under the responsibility of the households themselves. in this 
way, commune members will make use of their spare-time to work on such plots for 
the interest of themmelves, the collective and the estate. But it is unsuitable 

to use the form of ‘ixing output quotas for individual households with regard to 
the majority of the farmwork and the farm land capital construction. With the 
above-mentioned conditions for production, the form of fixing output quotas for 
individual househoids can only be regarded as 4 subsidiary form of management. 


Il 


it is a basic law of social development that the relations of production must be 
in line with the nature of productive force. In order to study such relations ve 
must first of all acquaint ourselves with the actual level of development of the 
productive force. To answer the question of whether or not the production brigade 
should introduce the form of “fixing output quotas for individual households,” 

we must examine the following points: 











Firat, the level of the productive force of this production brigade shows that this 
particular preduction brigade still must do some things manually though great changes 
have taken place in the structure of the means of production when compared with 
early days of Liberation, and . © productive force has also developed tremendously. 
This situation==the changes=-is the basis for the management of the collective 
economy. 


The strength of productive force is mainly decided by the degree of development 

of the production tools, When engaging in farm production, people employ scientific 
managewent to coordinate the use of farm machinery, equipment for carrying out 
water conservancy and farmland capital construction prc ects, the means of trane- 
portation and planting techniques, and, consequently, « “social labor force" is 
formed. in addition, the coordination that is based on the divisio, of labor and 
apecialization also gives rise to 4 natural social labor fore, This form is 
related to but is not the result of circumstances; it is the result of people's 
mutual coordination. The combination of these two forces enables society to have 
the power to relatively control nature and thie form is called the social productive 
foree. The production brigade has formed and strengthened this power and conse- 
quently it is still abie to increase output considerably even though the acreage 

of cultivated fo »land under mechanization has been greatly reduced by the const ruc- 
tion of the Miy~ ceservoir. If this production brigade had departed from the form 
of collective organization and management, implemented the form of "fixing output 
quotas for individual households” and made individual households the basic produc- 
tion units, the social productive force formed by this production brigade would 

not have been able to work for the benefit of all the people. On the contrary, 

some production facilities and tools would have been damaged. Thus to view the 
production brigade from this aspect, we sould see a retrogressive situation. 


Marx defined coordination as: “Many people coordinate in labor in a planned way 

in the process of production or in different but related production processes.” 

He aleo said that such labor “not only raises the industrial productive force 
through coordination but also creatc a productive force which itself is naturally 
a collective foree.” (Das Kapital,” Vol 1, People’s Publishing House 1975 edition, 
pp 362, 423) With the form of "fixing output quotas for individual households” 
the emergence of such a collecti~y force is Limited. No doubt that various house- 
holds can be organized to help each other, but the result would be different from 
that of coordination, collectively using mechanical equipment and those aspects 

of scientific technology that are related to the division of labor and specializa- 
tion. The rapid development of the production brigade is not only the result of 
using scientific technology but is also the result of coordination with higher 
bases. Marx said that machinery “can only display its role through direct sociali- 
zation or common labor.” (Ibid pp 362, 423) Scientific technology will give rise 
to greater so («i productive force only when it is related with coordination. 


Most regione that |... used the form of “fixing output quotas for individual 
households” have increased heir output to levels unprecedented in their local 
histories. Some prefectures. -fter 2 years of hard work, have become independent 
of resold grain which they ha. oven depended on for the past 2 decades. It shows 
that ic is natural and necessary io tive this form of organization and management 
because the laborers in these regione ‘4 the past did not have the right to decide 
their production and distribution of projucts was not closely combined with labor. 
Some commune members did not even have envugh food and clothing after 1 year of 











hard work. Such irrational relations changed following the implementation of 
“fining output quetas for individual households." People began to see that their 
labor is directly related to production results and, consequently, they displayed 
their initiative in production. This has been the reason for the increases in 
output. But we can in fo way overestimate the potential of this production form 
in increasing production because it is not related to socialized masse production; 
it is related to individual manual operations. Some regions with very low produc- 
tion levele in the past have now also drastically increased their outpute. 
Nevertheless, it can bee seen from these situations over the past few years that 
such increases are limited. Therefore it is not correct to propogate the form of 
“fixing output quotas for individual households" as a better form of labor organi- 
zation and management or even to regard it being worth of popularizing without 
combining it with specific conditions. 


Second, the prices of agricultural products in our country have been relatively 
low over past years and the comparison between the prices of industrial products 
and agricultural products has been irrational. Consequently, many regions increased 
their grain output but their income was not increased and in some cases was even 
decreased. The 4th production team has to spend 4 to 5 fen on chemical fertilizer 
and electricity for each jin of wheat it produced, and this expenditure would be 
even higher if depreciation and other expenses are included. More funds will be 
needed in the future because of the development of scientific technology and 
farming mechanization. How to increase funds’ We cannot depend on agricultural 
accumulation which is too little to meet the need. On this question, the produc- 
tion brigade resorted to the method of developing industry and sideline production 
in a big way, that is to say, they have used the method of “supporting machinery 
with sideline production and supporting agriculture with machinery." The 4th 
production team received 50,000 yuan in 1979 in the vearend distribution, of which 
33,000 yuan--66 percent of the total--came from the industrial and sideline 
production. it would seem that the 33,000 yuan just represented the distribution 
between industrial and sideline production and agricultural production; but in 

fact it reflected the advantages of the collective economy. Such achievement could 
hardly have been made without unified sanagement and distribution by the collective 
economy. If this road is abandoned and replaced with the management form of 
“fixing output quotas for individual households,” then more people will engage in 
the production on their small plots. it would then be impossible to undertake 
greater industrial and sideline production to increase output, income and accumula- 
tion. It would also consequently be impossible to use technology on a larger scale 
and increase the production level and, with this situation, to realize agricultural 
modernization would become just empty words. 





Some comrades cited the United States and Yugoslavia as examples of countries that 
have rapidly developed their agriculture through individual production to persuade 
us to take the road of “fixing output quotas for individual households.” I 
personally do not support this view. The conditions in our country are different 
from those in the United States and in Yugoslavia. The Yugoslav Government has 
stated that each peasant household cannot possess more than 10 hectares of farmland, 
but in our country each household can only possess iess than | hectare. With a 
huge population and limited land, the scale of our agricultural production is even 
smaller. No doubt that in the future our country will engage in greater labor 
intensive production in order to employ more laborers. But it is now more impor- 
tant for us to rely on the collective economy and find more ways to utilize surplus 
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labor in agriculture, In fact, the proportion of individual economy in Yugoslavia 

in very high while agriculture is the least advanced sector in the national economy 

of that country. The production in the United States ia socialized mass production 
and not individual small production. It is not the farms owners themselves who 

are responsible for the whole agricultural production process. In fact, production 

is carried out through economic contracts by a number of specialized service companies 
which form a system of social responsibility. In addition, through various economic 
masures, the society is transformed into an organic entity. Thies is socialized 
production that basically differs with our individual production. 


Third, it is true that the form of "fixing output quotas for individual households" 
has been welcome by the masses in some regions because it has tremendously increased 
production. Consequently, some people even thought that "fixing output quotas for 
individual households" and even individual farming were superior to the collective 
economy. This is not true. In fact, “fixing output quotas for individual households" 
is refutation of a management system that no longer accords with the productive 
forces and concrete policies and of those mistakes that have been committed by 

cadres in their work. [ct is correct that the Party Central Committee has suggested 
this as a way to meet the needs of the m sses by reiaxing policy so that the peasants 
will be able to have the opportunity for free and unrestricted development. In 

some remote hiliy regions where the population is scattered and where productive 
force is backward and lacks the conditions for collective economy, the form of 
"fixing output quotas for individual households" and even individual farming must 

be permitted. 


Now the problem is that the form of "fix‘rg output quotas for individual households" 
has been popularized too widely and in some places, this form has been regarded 

as the best measure for promoting agricultural production. All this is wrong. 

The collective economy was formed in rural areas and was consolidated following 
liberation. This economy has become an important part of the basis of our socialist 
economy. The collective economy is * -conomic form that is related to the develop- 
ment of the productive forces, the use of advanced economy and the continuous 
strengthening and development of social coordination, and it has great potential. 

We must learn from the past mistakcs in changing the production relations and we 
must no longer do things in haste or by cutting with one knife. Work must be done 
according to specific local conditions so that a good form for developing productive 
foree can be found more rapidly. 


in order to further develop its production, the Xiwengzhuang production brigade 
must take the road for socialization in production, specialization in division of 
labor and intensive production. It has to organize the present work teams into 
specialized teoms with members being assigned fixed work tasks, some people must 
be assigned -ponsibility for various production processes. On the basis of 
specialized divisi~ of labor and individual responsibility that are related to 
economic income, the production brigade will be able to establish a new form of 
labor management system. This is the correct way to further the development of 
production. 

















Some people regard the form of “fixing output quotas for individual households" 
an merely a form of the responsibility for the collective economy and think that 
it would not affect the national economy. I think this view merits discussing. 


The comrides with this view hold that the form of "fixing output quotas for 
individual households" still exists within public ownership and the principle of 
distribution according to labor. Consequently, they think that with this form, 
the nature of the socialist collective economy will remain unchanged, nor will the 
form of management, the scale of labor organization and the method of payment 

be changed. But this is not true. 





Ownership is not an independent concept; it encompasses various aspects and 
relations. It can only be realized through the links in the production process 
and it will be expressed in the direct production process through the right to 
possess the means of production and to distribute and to use them. With the 
introduction of the form of "fixing output quotas for individual households" in 
actual life, the right to manage production, distribute products, possess the 
means of production and use them and make arrangements for, are all handed over to 
individual households. What is left over for the collective is the right to make 
preparations for production and to distribute products on a very small scale. The 
collective still can earn some income through contracts, still work part of the 
public property and still have the right to formulate long term planning and regulate 
land use; but this does not make up the main contents of the form. Under this 
situation, it is the individual households and not the production team, that 

play the decisive role in production. The production teams in fact have become an 
incomplete collective economy. 


The superiority of the collective economy can be seen in the common labor efforts. 
It is apparent in the utilization of science and technology, in the rational 
organization and regulation of laborers and in the coordination to achieve the 
best labor results. The collective economy will be able to create labor productivity 
much higher than that of individual economy. This superiority would cease once 

it no longer is directly involved in the production process. Marx and Engels said: 
"A certain production mode of a certain industrial stage is always related with 

a certain form of common activities or a certain social stage" and this form of 
common activities itself is the “productive force." ("Selected Works of Marx and 
Engels," “Ludwig Andreas Feverback," Vol 1, p 34) A certain level of the produc- 
tive force of the collective economy may employ the form of common labor including 
the collective with a larger “productive force," and this form, which is the core, 
is discarded when the form of "fixing output quotas for individual households" 

is employed. Therefore to fix basic farmwork with individual households is in 

fact to deny the collective economy in the production process. 


Some other comrades stressed that the form of "fixing output quotas ior individual 
households" only represents changes in the form of labor organization and that it 
has nothing to do with the form of ownership. But this is not true. Marx and 
Engels said when they were analyzing the form@.of labor organization of the 
capitalist handicrafts industry and factories: “These different forms are at the 
same time the forms of labor organization as well as the forms of ownership.” 
("Collected Works of Marx and Engels," "Deutsche Ideology," Vol 3, p 69) A certain 
form of labor organization is always related with a certain level in the development 
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if division of labor and productive force and the form of ownership is decided 

by corresponding development of the productive force. The form of "fixing output 
quotas for individual households" isa a form of individual labor with basic features 
of individual small production; but it is not so in reality because the form of 
individual production labor itself denies the necessity for the existence of the 
“responsibility systems." Marx said: “Any direct production process with a form 
of social coordination that does not express isolated labor of indpendent producers 
will eventually give rise to supervised and directed labor." Marx continued to 
say that "here (in places where peasants are land owners) supervision is not 
necessary." ("Das Kapital,” Vol 3, pp 431, 432) the form of "fixing output quotas 
for individual households" denies the existence of social coordination in directing 
the production process by merely allowing it to be expressed in the isolated labor 
of independent producers. Thus, it is not necessary for this form to have 
“responsibility systems" in organization and management. Th° form of "fixing output 
quotas for individual households" also includes responsibility for public expenditure 
and tax and purchasing tasks; but all these are a means of redistributing products 
and not actual responsibility which is needed in the production process. The 
responsibility systems in production are only needed in the course of common Labor 
and particularly in the course of socialized production; it cannot emerge in the 
distribution pro «ss. Some comrades proposed that since the responsibility systems 
for production '-..c been introduced in industry, the form of "fixing output quotas 
for individual households" must also be used in agriculture. This proposal also 
merits studying. We must understand that the responsibility systems for production 
in industry is determined by the entire technical processes, it is the result of 
specialization and the division of labor in work. Each process in industry is 
relatively independent and is also a part of the entire process and the quality 

of each process directly affects the deve.opment of the whole. Therefore the 
responsibility systems in industry are rigid. The form of "fixing output quotas 
for individual households" that is not based on the result of the developments of 
the division of labor in production cannot be compared with industry. 


Some comrades also stressed that thc people's communes and production teams that 
employed the form of “fixing output quotas for ind‘vidual households" still persist 
in “distribution according to labor" and therefore the nature of their collective 
economy still remains unchanged. With "fixing output quotas for individual house- 
holds," those who are responsible will keep the remainder of all their work efforts 
after they meet the state purchasing quotas and hand over the collective's portion. 
In the opinion of the masses it means “after meeting the tasks set by the state 
and handing over a portion to the collective, the rest is ours." In this case 
there is no distribution according to labor. Distribution according to labor means 
that in the course of their common labor, the laborers work for society and from 
society they get consumer goods that are equivalent to their labor. But in "fixing 
output quotas ‘or individual households" the laborers only give part of their 
products to .ocic’y to reflect the relations of exchanges that are not equal to 
their labor; this ..™ only reflects the obligation of the laborers to society. 
These relations are not different in the nature to the past practice by which 
people engaged in agricultura! vroduction and handed over grain as tax or engaged 
in commerce and paid tax. 


Thus according to my view, in studying the questionsof public ownership we must 
study not only the formation but also the realization of ownership. Over a rather 
long period, public ownership in rural areas has been regarded just as a signboard 
and nobody cared about its contents and realization. Now with "fixing output 
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quotas for individual households" it seems that production teams are responsible 
for unified planning and distribution and consequently they also have a signboard 
of “unification.” but if we are satisfied with this and consider neither the basis 
for this unification nor the question of realizing public ownership in direct 
production process, then it shows that we still do not really understand the nature 
of "fixing output quotas for individual households." 


It does not mean that I am against "fixing output quotas for individual households." 
To my view this form is an additional measure for the collective economy at present, 
this form has displayed its supplementary role particularly in some places and it 
has enabled peasants to have freedom and unrestricted development, and it has been 
consequently well received. Thus, we can only support this form. But we must 
understand that the nature of this form has caused the collective economy to be 
incomplete. Roughly speaking, it has become a "semi" form of the collective 
economy. Ours is a vast country with complicated natural conditions; therefore 
agricultural production must be carried out according to specific conditions. We 
cannot use the method of "cutting with one knife" in utilizing the forms of 
organization and management. It can be seen from practice in the past three 

decades in our country that in developing agriculture the majority of the regions 
have improved tremendously the productive forces, while the collective economy has 
won over the people. Therefore when conditions permit, the form of the collective 
economy that is based on production teams must be insisted because after all it 
represents the way out and orientation for agriculture in China. (Drafted in 
September 1980 and revised in December 1980) 


CSO: 4006 
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NATIONAL POLICY AND ISSUES 


'JINGJI GUANLI' ON ECONOMIC READJUSTMEN'T 
HK130847 Beijing JINGJI GUANLI in Chinese No 1, 15 Jan 81, pp 3-6 


[Article by the editorial board of JINGJI GUANLI: "Make Sure Readjustment is 
Grasped by Every Possible Means"] 


[Text] After the 3r/ plenary session of the llth Party Central Committee, the 
policy of readjusting, restructuring, consolidating and improving the national 
economy, was p.t torth and it was pointed out that the key is readjustment. This 
symbolizes a fundamental change in the guiding thought of economic work in our 
country and the beginning of the economic construction to cast off the yoke of 
the "left" thinking and practice, and to take the road of maintaining stability 
and healthy development. 


For nearly 2 years, owing to the efforts of people throughout the country, we 

have made some progress in economic readjustment and a good situation for the 
national economy has emerged, which we did not have for many years. As a 

result of implementing the party's policies for the countryside, the peasants 

have got material benefits and their initiative has been brought into play, and 
the rural economy has been enlivened with each passing day, light industry has 
been developing faster, and for 2 consecutive years, the pace of growth of light 
industry production has exceeded that of heavy industry. In heavy industry, a 
gratifying step has been made iu readjusting internal structure and product 
structure, and in servicing agriculture, light industry and the market. Through 
controlling the scale of capital construction, increasing greatly the purchase 
price for farm produce and sideline products, and giving better pay and rewards 

to the workers and staff members, the state has improved the ratio between accumu- 
lation and consumption. The income of most people has been increased. The urban 
and rural markets are brisk and the supply of commodities better. It has been 
proved by practice that the policy of readjusting the national economy is absolutely 
correct. "* has played and is continuing to play the role of promoting the 
healthy development of our national economy. 


However, we must also admit that there still exist in the economic construction 
of our country today quite . .w problems and difficulties. Generally speaking, 
as the work of readjustment has jus* begun, the serious imbalance in the propor- 
tions of the national economy has noc yet been basically changed. The problem 
of the overextension of the capital conctruction line has really not yet been 
solved and the scale of capital constructionis still far beyond our national 








capacity. The expenditure in many other aspects has also increased excessively 
and is above the actual economic level of our country. The reformation and 
consolidation of industrial enterprises are not developing quickly enough, and 
some processing industries still continue to develop blindly. The disproportion 
between reserves and extraction within the energy resources industry is fairly 
serious, and the contradiction between the production and demand for energy 
resources is also conspicuous. Due to serious natural disasters, grain output 
last year declined. All these problems and difficulties center on finance. That 
is, in the past 2 years, a considerable deficit has appeared in the national 
budget, and there was a rise in market prices. As the water cannot be made to 
freeze 3 feet deep in 1 cold day, the problems and difficulties mentioned above 
are results of the “left” errors and their influence on economic construction for 
a long period of time including the first 2 years after the fall of the gang of 
four. Meanwhile, taking the economic situation as a whole, they aleo prove that 
there are still some unstable factors. If we fail to fully recognize them and 
do not adopt effective measures to solve them, they will become harmful to the 
steady development of the whole national economy and the stability of society. 


We certainly do have a lot of work to do to properly solve the problems now 
existing in the national economy, but the most fundamental point is to grasp 
readjustment by every possible means. Essentially, the policy of readjustment 
is to eliminate the “left” influence in economic construction, and to truly 
implement readjustment in accordance with the actual conditions of China, to 
implement conscientiously in all economic work the principle of seeking truth 
from facts, acting according to our real capability and advancing step-by-step. 
Only by grasping readjustment well can the disproportion be basically corrected 
and the steady development of our economy continued, and a solid foundation built 
for further development in the future. Only thus can the living standards of the 
people be gradually improved with the promotion of production and the political 
situation of stability and unity be consolidated and developed. Meanwhile, only 
grasping readjustment wel! can the necessary conditions be created for an all- 
round reformation of the system of economic management. Thus, grasping readjust- 
ment well is the main and central task in economic life today and is the key to 
taking the initiative in our economic work. Economic departments at all levels 
and the leading cadres as well, must carry out the policy of readjustment more 
conscientiously and firmly, while arranging work and sclving problems, they must 
be in strict accord with the plan and the requirements of the Central Committee. 
It is entirely wrong to be half-hearted and perfunctory, to feign compliance or 
even to boycott the readjustment. 


The general requirement at present for readjusting the national economy is to 
realize che balance of finance, credit loans and goods and materials, to stablize 
commodity prices and to stabilize the economy. The main way to fulfill this 
requirement is to curtail the scale of capital construction, to cut down on 
expenses on fronts, to reform the industrial structure and to reorganize industry 
and enterprises. 


As early as in 1957, Comrade Chen Yun pointed out: "The scale of construction 


should be suited to the state's financial and material resources. The question 
of suitability is the dividing line between economic stability aad instability." 
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At present, the overextension and excessive scale of capital construction are 
not suited to the state's financial and material resources, This is aleo one of 
the main causes of the shortage of the materials supply. At the same time, the 
atructure of those projects now under construction is not appropriate either, 
There are many projects for products of which there is an ample supply and few 
projects for products of which there is a shortage. If thie structure remains 
unchanged, the state of the disproportion in our economy can never be changed 
for the better, but ean only take a turn for the worse, In other words, to 
achieve better results in readjustment, we must firet of all make up our minds 
to reduce the scale of capital construction and make a change in the direction 
of investment, so that the scale of capital construction can be suited to the 
state's financial and material resources. In this regard, we must have a long- 
term point of view. That is to say, we must not only see tue events of this 
year, but aleo the future, at least in the next 2 or 3 years. In order to reduce 
the scale of «pital construction, those large=- and medium-scale projects whose 
product is not urgently needed, or which are not ready to be put under construc- 
tion of into operation, must be resolutely curtailed or suspended. At the same 
time, effective meas toe must be taken to solve the problem of duplication of 
projects and bi od undertakings and the problem of small projects squeezing out 
the large. Wi («© resolutely reducing the scale of capital construction, we must 
aleo greatiy cut down on expenses on all fronts so that the scale of development 
of all undertakings can be suited to the state's capacity and a balance of finance, 
credit loane and goods and materials can be attained. 


Another important aspect of readjusting the national economy is to reform the 
industrial etructure and to reorganize industrial enterprises, so that the scale 
and composition of social production -an be suited to the change in social demand 
and the supply of fuel, power and raw materials, and a better economic result 

can be achieved. We must insist on giving priority to the promotion of agricul- 
ture and strive for a better harvest We must also continue to develop greatly 
the light and textile industry and work hard to produce more fast-selling products, 
raising the proportion of the high- < nd medium-grade commodities. The heavy indus- 
trial products of which there is an ample supply must be restricted so that more 
fuel, power and transportation .. cilities can be used by light industry. For 
heavy industry, efforts must be made to reduce consumption, improve quality and 
increase products in short supply in order to better serve agriculture, light 
industry and the market. If conditions allow, all heavy industrial enterprises 
must produce actively and in 4a planned way gore consumer goods to meet the demand 
of the market. In short, the readjustment of our production structure must be 
beneficial to the need for gradually improving the living standards of the people 
and to the rapid expansion of the production of consumer goods for sufficient 
market sup> . 8. This is another very important condition for balancing supply 
and demand, . Ff stabilizing commodity prices and the economy. 


While readjusting the indus rial structure, we must earnestly bring about the 
reorganization and integrati + >°f enterprises. At present, the production and 
supply of fuel, power and raw saterials in our country are not able to support 
400,000 big and small industrial and communications enterprises. As 4 result, 
a Significant part of productive forces are left unused. Moreover, the phenomena 
of email factories squeezing out the la:rze, the new squeezing out the old and the 











backward squeesing out the advanced have developed, resulting in serious waste. 
change 


Therefore, it is necessary to take resolute measures to close down or 

those enterprises which have been suffering losses for a long time cad which 
cannot find a market for their products in spite of a high level of demand because 
of poor product quality. In addition, we should close down or change those omall 
factories whose products are in demand but poor in quality, which have been 
scrambling for raw materials, fuel and power from big factories, in order to save 
energy resources, raw materials and transportation facilities for the needs of 
the advanced enterprises and the weak links of the national economy, Meanwhile, 
in coordination with the reorganisation, we must carry out extensive cooperation 
among epecialized departments and develop the integration of enterprises in 
various forme according to the principles of voluntary participation and mutual 
benefit and the principle of economic rationalisation, so as to greatly raise 

the level of business management and the industrial organization in our country. 








In order to carry out readjustment successfully, it is necessary to adhere to the 
principle of proceeding in all cases from the interests of the overall situation 
of the national economy and the principle of taking the whole country inte account, 
abandon ail that must be abandoned and retreat from all that must be retreated 
from, and the retreat gust be sufficient. The symbol of sufficient retreat is 

to stand firm by realizing the balance of finance, credit loans and goods and 
materials, and stabilizing commodity prices and the economic situation. Having 
this as the premise and with the normal progress of present production being 
guaranteed first, we gust also in accordance with objective possibilities, continue 
that which must be continued and do well that which must be done. The experience 
we gained during the economic readjustment in the early 6 xties has proved that 
only when the retreat is sufficient can we take the initiative inthe whole situa- 
tion at an earlier date and build a reliable foundation for further advances. 

Are there any difficulties or shall we suffer losses in doing so? The answer is 
affirmative. Since readjustment is necessary and retreat must be sufficient, 
there will certainly be contradictions in the production structure which has 
already been formed and the scale of capital construction which has expanded. 

For instance, a8 some targete for the production of products of which there is 

an ample supply are to be lowered, some productive forces will not be brought 

into full plow; a8 the scale of capital construction is to be reduced, some 
projects gust be discontinued and some equipment gust be stored away. This will 
undoubtedly bring we a lot of difficulties and some losses. We must try our best 
to avoid or lessen such difficulties and losses. However, ve must realize that 

if we do not @ake up our @inds to carry out readjustment, the whole economy cannot 
be stabilized and developed. If this is the case, we will have to suffer greater 
difficulties and losses. It is better to have short-term pain that long-term 
pain. At any rate, these problems will be solved sooner or later, and more 
difficulties and losses will be suffered if they are solved later. So, all that 
@ust be retreated must be retreated to a certain necessary extent so that the 
taske of the readi\ustment can be fulfilled smoothly. 


To carry out the readjustment successfully, it is necessary to strengthen central- 
ized leadership and unified state planning over the readjustment. Judging by our 
past experience, centralization and unity at 4 higher level should be required 
to stabilize the economy and overcome difficulties. In the readjustment today, 


39 








as problems that have remained unsettled for a long period of time are yet to be 
solved, the situation has become more complicated, Contradictions exist in many 
aspects, it is all the more necessary to emphasize the special importance of 
centralization and unity, Only thus can we ensure that the decisions and measures 
taken by the Central Committee on readjustment are carried out, that the efficiency 
of unified leadership is raised, that the limited funds and material resources 

are used where they are needed most, and that the readjustment is carried out 
smoothly, Of course, strengthening centralized leadership and unified state 
planning does not mean going back to the old methods that bound everything rigidly. 
lt means providing more guidance in state planning and more administrative inter- 
vention in major problema concerning the overall situation of the national economy 
in 4 macroeconomic sense and requiring ail districts and all departments cto reso- 
lutely obey the unified leadership of the Central Committee. For inetance, we 
must insist on centralization an! unity in formulating major economic policies 

and principles and measures to be taken throughout the country in deciding the 
scale of capital construction and the direction for investment, in allocating 
important material resources including major agricultural and sideline products, 
in controlling prices and in organizing the financial system of tax revenues and 
the syetem of g.ving rewards. Through strengthening centralization and unity and 
adopting appro, ciate measures, we must effectively control the scale of capital 
construction, effectively control the development of the processing industry, the 
increase of wages and material benefits and the changes in prices as well as the 
revenues and expenditures involving foreign currency. While emphasizing strength- 
ening centralized leadership and unified state planning in 4 macroeconomic sense, 
attention should be paid to ensuring the necessary decision-making power and 
economic interests of the enterprises .nd the basic units, so that their enthusiasm 
and initiative can be brought into fuil play, and things be done in a lively way. 
Uniess it is necessary to halt blind capital construction or reckless distribution 
of rewards the en.oerprises’ management of production should not be interfered with 
too much. Without the enthusiasm ar. ‘nitiative of the broad masses of the workers 
and staff members in she enterprises, not only production tasks but also the task 
of the readjustment cannot be fulfilled. 


it is also necessiry to point ou. here that all districts, departments and enter- 
prises must have a full understanding of correctly implementing the policy of 
developing superiority. Everyone must realize that in a practical economic situa- 
tion, it is impossible to develop the superiority of one's own district, department 
or enterprise in spite of the need as well as the capability of the overall situa- 
tion of the national economy. Superiority can only be developed step-by-step and 
by considering problems from all angles. Otherwise, instead of being developed, 
superiorit’ can be turned into inferiority, or, the development of local superiority 
will harm ~ development of the superiority of the whole country. As a result, 
things will becow unfavorable not only for local interests but also for the whole 
country. 


In order to carry out readj went successfully, it is also necessary to handle 
correctly the relationship between -eadjustment and the reform. There are serious 
disadvantages and shortcomings in the present system of economic management in our 
country, which must be reformed in an a.'=-round way and step-by-step in a planned 
way. Since the third plenary sessionof she Party Central Committee, some experiments 





have been made in reforming the system of economic management, and it has been 
proved through practice that .he orientation of these reforms ia correct. They 
have played a positive role in revitalizing the economy and improving economic 
results. The reform of the present system of economic management in an all-round 
way ia an important part of the eight=character policy, and must be carried out 
resolutely and firmly. From now on, in this period with readjustment as the 
central task, not only must reforms be continued which were effective in practice 
in 4 previous stage and new experiments be carried out step-by-step, but also all 
reforms in connection with readjustment must be actively implemented. For inatance, 
experiments must be continued in those enterprises where decisionmaking power has 
been strengthened. In those enterprises which have not yet carried out any experi- 
mente, the fund system, or the method of each unit taking financial responsibility, 
must also be continued, so that the initiative of enterprises as well as the staff 
workers can be further mobilized. We must insist on the experiment of “independent 
accounting, tax collection by the state and responsibility for one's own profite 
and losses" and on the experiments in reforming the leadership syatem of enter- 
prises, which are now going on in a few unite and cities. We must also insist on 
doing a good job of regulation by market mechanism under the guidance of state 
planning, and reforms concerning the system of planned management, and the reorgani- 
zation of industrial enterprises must be undertaken actively in coordination with 
the readjustment. Some comrades think that since the central task is readjustment, 
reforms are no longer necessary. This is obviously incorrect. However, we must 
also have a clear understanding that it is under the circumstance of 4 serious 
proportional dislocation in the national economy, which is facing the arduous task 
of readjustment, that the reform of the system of economic management is being 
carried out. Therefore, we can neither wait until readjustment of the proportional 
dislocation is finished before initiating reforms, nor can we forget that readjust- 
ment is the key and the central task for the overall situation, and that the reforms 
@ust be good for and subordinate to the readjustment. We must resolutely put into 
practice all the reform measures that do not hamper the readjustment, and put off 
or postpone those which actually contradict the readjustwent. Only by doing so 
can leaders at al! levels concentrate on grasping well the readjustment and the 
reform be carried out in coordination with the readjustment. The success in the 
readjustment of the proportions in the national economy will certainly create a 
favorable condition for an all-round reformation. 


It is an important link in readjustment and in striving for initiative in our 
economic work to increase production, practice economy and achieve better economic 
results. Obviously, it is necessary to achieve better economic results in all 
apheres of production, construction and circulation for realizing the balance 
between revenues od expenditures in finance and credit loans and for stabilizing 
economy. When investment in capital construction and other expenditures are 
greatly reduced and the balance between revenue and expenditure in finance and 
credit loans are realized, there ise a possibility that with a fresh start, our 
economy will continue to develop steadily for a long period of time and in a well- 
coordinated way. However, possibility is not reality. To change this possibility 
into reality, the key problem lies in whether or sot lasting efforts are being 
made and success achieved in increasing production and practicing economy and in 
striving for better economic results. For a long time, due to the influence of 
the “left” thought, our economic development followed a wrong road of high consump- 
tion, low quality and blind pursuit high speed. This pompous road has once and 





again led to the serious proportional dislocation between accumulation and consump~ 
tion, From now on, 4 new road should be followed, this te, the road of reducing 
consumption, raising quality and achieving better results mainly by bringing into 
play the role of the existing enterprises and making necessary technical innova- 
tions. In so doing, though the speed of development may not be high, the economic 
results will be better, and there will be more material benefits for the people. 

In such a big country as ours, with a big population but 4 poor material basis, 
only by following this road of economic development, can we possibly handle better 
the relationship between accumulation and consumption, integrate closely economic 
construction with the people's Livelihood and achieve sustained economic growth. 

At present whether it is production or in the realw of circulation, 4 great and 
horrifying waste existe, which meane that the potential is also there for achieving 
better economic results, Therefore, all trades and profess .ons, and leading bodies 
at all levels as well, must concentrate on running existing enterprises well and 
firmly grasping the work of achieving better economic results. The viewpoint must 
be firmly established of mainly relying on the existing enterprises and technical 
foree to carry forward the cause of the four modernizations, and effective policies 
and measures gust be taken to exploit the great potential in all aspects for 
achieving bette economic results. All enterprises must further improve their 
management, d ..1i1 fundamental work well, perfect the responsibility system, 
establish normal productive order and continue the training of staff workers, so 
that the level of management can be greatly raised in business enterprises. 
Meanwhile, equipment must be renewed and techniques improved step-by-step in a 
planned way, eo that the technical level in production can be greatly raised. 

The organization work in the industry and communications front must be strength- 
ened, and the coordination among speci’lized departments must be act vely developed, 
in order to raise the socialized lLeve. of production and circulation. If great 
efforts have really been made in these aspects and success has been achieved, the 
economic situation in our country will certainly be changed significantly, and 

the whole national economy is certain to further develop steadily and healthily. 
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PRC RCOROMIC JOURNAL ON OPERATING INTEGRATED ENTERPRISES 
WK140614 Beijing JINGJI GUANLI in Chinese Wo 1, 15 Feb 61 pp 24-26, 47 


[Article by Li Mo [2621 1075]: “Some Problems Concerning the Operation of Inte- 
—y Agricultural-Industrial-Commercial Enterprises"--slantlines denote bold- 
ace 


[Text] Since the second half of 1978, agricultural departments throughout the 
country started operating integrated agricultural-industrial-commercial enter- 
prises on 4 trial basis. In the past 2 years, integrated enterprises have sud- 
denly ap cared as a new style socialist way of doing business on China's economic 
front. Aceordir to statistics, there are now some 2,225 integrated agricul tural - 
industrial-commercial enterprises making up a nationwide commercial network which 
employe 17,700 people, and from January to June 1980 they had an approximate turn- 
over of 270 million yuan. The above figures do not of course compare with those 
of state-run enterprises throughout the country; however, the old convention tha. 
“farmers don't run businesses” has been broken by this way of doing business which 
has provided the basie for a new socialist economic concept whereby production 

and marketing departments come into direct contact. It has not only resulted in 
boosting the development of integrated agricultural-industrial-commercial enter- 
prises, but aleo provided a means to the reform China's existing commercial system. 


In the formation of integrated agricultural-industrial-commercial enterprises, 
the commercial portion is an important part of the whole. What then are the char- 
acteristics of the commercial portion? 


//Piret, operating an integrated enterprise helps farms to make up deficits and 
create surplus income by raising production.// In the past, farms could only pro- 
duce the raw materials and could not directly sell their products. Since prices 
of China's agricultural products are low and the “price scissors" [price deferen- 
tial between agricultural and industrial products] are wide, farms have therefore 
suffered losees over a long period of time to the extent that some of them have 
found it difficult even to maintain simple reproduction. According to 4 survey, 
the profit margin on some products is 18 percent at the most for agricultural 
units, 35 percent for producing units, but 47 percent for commercial departments. 
Now that farms have the right to sell, this portion of profits for industrial 

and commercial units can be retained to help avert losses and increase surpluses 
as well as raise both farm production and surpluses so as to boost development of 
agricultural production. According to 1972-1979 statistics, the average cost of 
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producing | dan of maogan tea by the 4 tea plantations belonging to Pushou Munici- 
pal Integrated Agricultural-Industrial-Commercial Corporation in Pujian Province 
wae 124.9 yuan, When selling to state-run tea factories, the average purchase 
price was 99,.56-177.47 yuan per dan; therefore, each dan of tea was sold at a 

loss of 7.43°25.32 yuan, Since the tea plantations were operating at a lose and 
the workers received a low income and the development of production was adversely 
affected; when the development of production came to a s*andatill, the tea plan- 
tations suffered even greater losses and the income of workers were aleo adversely 
affected, A vicious cycle was thus formed and the performance of the tea planta- 
tions continued to deteriorate, In the first year after the integrated enterprise 
was established, a coordinated process in production, supply and marketing was 
practiced aad part of the tea was put on sale. The price of purchasing maogan tea 
by the corporation was on the average 161 yuan per dan; thi, plus other income, 
made up deficits of a total of 199,400 yuan and for the first time in many years 
the tea plantations had 4 surplus. Since the surplus mde by the tea plantations 
could be used for expanding reproduction and issuing bonuses to the workers, the 
enthusiasm for work wae greatly enhanced. In the 2 years of 1979 and 1980, the 

4 tea plantations brought 1,260 au of land under cultivation, carried out experi- 
ments on 623 m of land and transformed 400 mu of land that have been under culti- 
vation for ye .. Last year the total summer output of tea increased by 35.4 
percent as compared with that of the year before last; besides, the tea also 
improved in quality and grade. 


//Second, the operating of integrated enterprises helps to reduce intermediate 
links between the production and marketing department’ by bringing them into direct 
contact; this can keep the products fresh and cheap, thus better satisfying the 
market demands.// For instance, the »owdered milk produced by some agricultural- 
industrial-commercial corporations takes only 3 and 1/2 days to reach the market 
from the start on the production procese begins; but the powdered milk produced 

by some state-run food product factories has to go through the links of factories, 
cigarette and candy companies, whoiesale centers, retail branches and so on before 
it reaches customers and the whole process takes an entire month. At the vege- 
table selling center established ‘» Haicheng, Liaoning Province by the Anshan 
Municipal Integrated Agricultur: .-Industrial-Commercial Corporation, the vegetables 
being sent to market never remain in the corporation overnight, the vegetables and 
fruite are not bruised, the leaf vegetables have no rotten leaves, the cucumbers 
are firm, the tomatoes are ripe and customers are willing to purchase the produce. 
The practice of putting the production and marketing departments into direct con- 
tact also has the advantage of providing production units with a better under- 
standing of market demands so as to improve the quality of products. The white 
wine produced by the state-farm integrated agricultural-industrial-commercial 
enterprise Nanchang, Jiangxi Province was not selling well in the past and it 
was felt that sc « departments were deliberately “choking” its sale. After the 
enterprise toox up Ye tesk of selling on its own, it was then discovered that 

the wine was not well received mainly because of its poor quality; steps vere 
therefore taken at once to ‘* ‘ove the quality. 


//Third, the operating of integrates -cterprises helps revitalize the economy of 


farms.// Previously, farms could « agage in farming and practice single- 
product economy; this stifled the economy of farms. Now that farms have the right 
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to sell, they can break the bounds of trades and localities and help supply each 
other's needs by interchanging commodities. After the head office of Wuhan (east 
and west lakes) Integrated Agricultu: \l-Industrial-Commercial Corporation went 
into business, it entered into purchase and sales contracts for foodatuffa with 
agricultural departments in 18 provinces and municipalities, 28 localities and 
towns as well as }© counties throughout the country; as a result, over 100 commod- 
ities were interchanged, markets were found for 3.6 million yuan's worth of slow- 
selling commodities and large quantities of much needed goods and materiale were 
purchased in return, thus boosting the development of production. In 1978, the 
Gourmet Powder Factory which is part of the Changgang integrated agricul tural- 
industrial-commercial in Hubei Province manufactured 7 tone of gourmet powder 
which foodstuff companies refused to buy; as a result, the product was kept long 
in stock and the factory had to close down. Soon after the integrated enterprise 
wae established to take up the task of the selling on ite own, markets were found 
for the product. During the second half of 1979, over 20 tons of gourmet powder 
was produced. In 1980, the plan was to produce 70 tons, and the idle factory 
return to life. Markets were also secured one after another for other products 
like bricks and tiles, canned goods, brown sugar, gunnysacks and so on which had 
been overstocked for some time. 


//Pourth, the operating of integrated enterprises establishes a new way to manage 
which in turn promotes changes in the work style of state-run comercial depart- 
ments.// Under China's existing commercial system, business operations are 
monopolized by et ite-run commercial departments. The work style of “official 
merchants” easily breeds in the absence of any competition. Many shops within 

the commercial network of integrated enterprises, however, have attracted customers 
because of the good services provided, long business hours and the availability 

of such greatiy demanded goods which are fresh, special or short in supply. This 
leads to a decline in the business turnover of the state-run shops nearby which 
therefore have no alternative but to change “the same old things, same old business 
hours and same old attitude” by putting on sale new varieties of goods, extending 
business hours and improving the attitude of their personnel on serving customers. 
"Two shops are better than one; some kind of competition is necessary,” said the 
customers. There are plenty of such examples. 


//Pitth, the operating of integrated enterprises provides surplus farm labor with 
job opportunities and thus helps to improve management and administration of the 
farme.// At present, the question of having insufficient arable land and surplus 
labor also exists on state farme run by China's agricultural departments. Besides, 
the question will get more and more serious along with the improvement in the 
level of farming mechanization, the practice of fixing the number of workers and 
the establishment as well as the natural growth of the population on farms. 
Business concerns run by integrated enterprises help to solve this question. 
Business personne! in integrated agricultural-industrial-commercial enterprises 
attached to agricultural departments account for about 0.37 percent of the total 
number of workers in the agricultural sector or 1.2 percent of the total work force 
in integrated enterprises. Although these are not very high figures, the employ- 
ment problem for part of the labor force has already been solved. Better arrange- 
ments will be made for the surplus labor force along with the development of 
integrated enterprises. 





//Sixth, the operating of integrated enterprises helpa to increase incomes of 
farma, thue increasing contributions to the atate.// In 1979, the Changjiang 
Agricultural=Industrial-Commercial Corporation in Chongqing, Sichuan Province had 
an annual net profit of 1.7 million yuan or an increase of 1.65 million yuan in 
profite over that of 1978 and paid 1.24 million yuan in taxes which was 27 per- 
cent more than that of 1978. Also in 1979, the integrated agricul tural-indus- 
trial-commercial enterprise in Tianjin had an incresse of 18 percent in business 
turnover over that of 1978 and its profits increased by 1.2 times to 1.766 million 
yuan; during the fireat half of last year, its turnover again increased by 28.8 
percent over that for the same period in 1979 and ite profite increased by 41.6 
percent to 1,228 million yuan. At present, there are almost 200 experimental 
units run by integrated agricultural-industrial-commercial enterprises attached 
to agricultural departments and affiliated organizations throughout the country; 
most of them have obtained different degrees of economic benefits. Since their 
businesses are profitable, they have more or less increcsed their contributions 
to the state. 


//Seventh, the opersting of integrated enterpriser can expedite the development 
of China's soc! ‘ist economy.// In China, commodity economy is not well developed 
and the numbe. .. trading points in the commercial network is also small because 
the level ot production is low. According to a survey, China has on an average 
just over 1 commercial network point for every 1,000 urban residents; this cannot 
satisfy the people in supplying the means of livelihood. As a way to solve this 
problem, state-run commercial departments should increase the trading points of 
the commercial network; but in view of the present financial capability of the 
state, this may not be readily accompl shed. On the other hand, operating of 
integrated enterprises is also a component part of the socialist economy and can 
produce marked results in revitalizing the markets and making things convenient 
for people. 


//Eighth, the operating of integrated complexes can also provide reference for 

the reform of China's existing sys em of commercial management.// China is certain 
to reform the existing commercial system. The course of the reform should be to 
increase channels and change tt. monopoly situation, to break the bounds of differ- 
ent localities, trades or departments and go in for extensive interchange of 
commodities, to fully develop the socialist commodity economy, practice the com- 
bining of regulation by planning mechanism with regulation by market mechanism, 

and give full play to market mechanism to bring the producing and marketing units 
into contact and allow producing units to sell their own products directly after 
fulfilling the tasks assigned by the state, to promote the development of produc- 
tion by making commercial departments return profits to the production units, to 
eliminate ~'. work style of “official merchants," to serve the markets and the 
people better a. ©0 on. The business ventures or integrated enterprises can 

also attain experie.ces in all these aspects to provide direction for the reform 

of China's commercial systen. 


Although the operating of int. erated enterprises has obtained initial success, 
there are still quite a few problems to so've. Much still has to be done in order 
to do a better job of running trading points in the commercial network of inte- 
grated enterprises. 

















//Pirat, continued attention and support from the leadership at various levels 
and departments concerned are necessary.// "Of the three--agriculture, industry 
and commerce=-the problems lie in commerce." In order to run integrated enter- 
prises well, it is necessary to end certain conventions in China's existing 
commercial system and policies or it would be difficult to make any progress. 

At present, business ventures run by integrated enterprises in many localities 
are not getting the same treatment. Por instance, some are not allowed to set 
up trading points, some are not issued business licenses, some are not allowed 
to export their products for sale, some do not receive preferential treatments 
in sales as stipulated by state regulations and so on. Some of the existing 
problems cannot be solved solely by the efforte of the Ministry of Agriculture, 
special attention and support from the leadership at various levels and depart- 
ments concerned are necessary. While it is necessary to strive for support from 
the leadership and the departments concerned on the one hand, integrated enter- 
prises must also have a pioneering spirit on the other because "it is difficult 
to start an undertaking.” 


//Second, it is necessary to pay close attention to the basis of agricultural 
production, that is, farming and animal husbandry.// Only when production has 
been developed can there be an abundant supply of products for the markets. Cur- 
rently many trading points in the commercial network of integrated enterprises 
are having the general problem of there not being a sufficient amount of products 
to satisfy the demands of the market. This situation can be summed up as “business 
only lasts for an instant when supplies are few" and “money comes only when there 
is business." Therefore, in order to "develop the economy and ensure supplies," 
attention must not only be paid to business matters. Now most integrated ent: i- 
prises have attached importance on this problem and have all taken measures to 
give play to superiority, carrying forward the strong points and avoiding the 
shortcomings as well as vigorously developing farming and animal husbandry pro- 
duction; this then provides an excellent material basis for business development. 


//Third, it is necessary to vigorously promote the sale of and develop products 
produced by the enterprise itself, especially those high quality, competitive 
products.// Only in this way will products sell well and establish a reputation 

on the market. Now that people have an improved standard of living and demand 
better commodities, it is even more necessary to pay attention to this. At 
present, many integrated enterprises are all paying attention to developing 
“gimmick-type"” products as well as marketable products so as to boost their com- 
petitiveness; however, they must also pay attention to improving the packaging 

of commodities. At present the commodities produced by many integrated enterprises 
are first class in materials, second class in processing and third class in pack- 
aging; this is a question in need of urgent attention. In order to make things 
convenient for people, business ventures run by integrated enterprises should also 
engage in buying and selling instead of only selling just their products. Besides, 
in order to give play to superiority, develop strong points and avoid shortcomings, 
it is also necessary to develop tourism and various service trades in line with 
local conditions. For example: Lushan Agricultural-Industrial-Commercial Cor- 
poration in Jiangxi Province is situated in the famous summer resort of Lushan; 

in order to give play to the superiority of its scenic location, the corporation 
has devoted major efforts to developing tourism. Offices are vacated to accommodate 
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tourists when there are not enough hotel rooma; this makes things convenient for 
the tourists and also increases the income of the corporation. Quite a few inte- 
grated enterprises also run hotels, restaurants and the like; this has markedly 
eased the tourists problem of finding places to eat and sleep in cities and towns. 


//Fourth, it is necessary to implement the policy of combining wholesale and 
retail.// According to the experiences of a few localities, business ventures 

run by integrated enterprises need to combine wholesale and retail, but the empha- 
sis should be on wholesale. The strong points of wholesale are: large turnover 
for each transaction, few external obstructions, no problems in finding sites and 
setting up premises and so on. Wholesale operations require simple facilities 

and are easy to operate, and receive no pressure if there is a goods shortage 
since only those goods available are sold. The shortcomings are: lower profit 
margins, providing less job opportunities, and the scope of influence is minimal. 
The strong points of retail sales are: greater profit nargins, providing more job 
opportunities, the influence of integrated enterprises can be expanded and so on. 
The shortcomings are: quite a few problems since it requires land and premises 
and some form of window dressing; the pressure is great when there are stock 
shortages and t.ere are no goods to sell; it requires larger investments and more 
facilities anu so on. It is therefore the experience of some localities that some 
but not too many retail departments should be set up; it should especially be so 
during the early stage when an integrated complex is being established. 


//Piftth, it is necessary to well handle the economic benefits for agriculture, 
industry and commerce.// Coalition and ingenuity are the features of integrated 
enterprises. Therefore, it is necessa:y to ensure that there are benefits for 
the three parties concerned. At present, agricultural production units in China 
receive a low profit while processing and commercial departments receive higher 
profits. Therefore, an integrated enterprise should return more profits to agri- 
cultural production units; it should, however, also ensure that there are economic 
benefits for the business side. On the issue of allocating profits, some units 
have suggested a descending order of agriculture, industry and commerce, while 
others have suggested that 60 percent goes to agricultural production units, 25 
percent to processing industry aud 15 percent to commerce. Some have adopted 

the following methods: 1) A price somewhere between the factory price and the 
wholesale price is negotiated for settling accounts which are cleared up at one 
time; 2) Adopt the method of selling goods on a commission basis, whereby a 
commission of 3 percent is charged by the selling agent; 3) The commercial unit 
first settles accounts with the production unit on the basis of the factory 
price; at the end of the year profits are worked out and part of it is returned 
to the production unit. All these methods provide useful examples. 


//Sixth, it is n. cssary to carry on the spirit of self-reliance and arduous 
fighting.// The initiation of integrated enterprises is the result of a strong 
coalition, although the state of course offer the necessary support. At present, 
it is impossible for the st.’ to offer anymore financial support. Some inte- 
grated enterprises have in fact grown from small to large by making do with 
whatever is available; they have even squeezed space out of offices and horctels 

to set up a sales department since no e.*ra premises are available. Their businers 
has thus started moving. 











//Seventh, it is necessary to take action to organize, participate in and launch 
various kinds of sales promotion exhibitions, trade faira and the like so as to 
understand the market, expand influence and find a market for the products.// In 
autumn last year, the Ministry of Agriculture held a sales promotion exhibition 
for products turned out by integrated agricultural-industrial-commercial enter- 
prises attached to agricultural departments throughout the country. Integrated 
enterprises and farms of various provinces, municipalities and autonomous regions 
throughout the country took part in the exhibition where a total of over 5,000 
kinds of products were displayed, more than 500 kinds of products were for sale, 
a total turnover of over 30 million yuan was obtained for large transactions of 
products, a retail volume of over 2.5 million yuan was achieved and the number of 
visitors recorded was 500,000. The integrated enterprises expanded their influence, 
helped supply each other's needs and exchanged information on each other's situa- 
tions through this sales promotion exhibition which thus produced the effect of 
boosting the development of integrated enterprises. Integrated enterprises in 
quite a few provinces, municipalities and autonomous regions have also found mar- 
kets through organizing and participating in sales promotion exhibitions, trade 
fairs and the like, thus promoting the development of their business. 


//Eighth, it is necessary to pay good attention to training qualified personnel 
so that they will be experts in doing business.// In integrated enterprises, 
there are at present very few people who possess commercial knowledge, know about 
market conditions as well as know how to do business. This is a common and con- 
spicuous problem. In order to solve this problem, quite a few integrated enter- 
prises have adopted the method of inviting in and sending out, that is to invite 
experienced business personnel from outside to pass on their experiences, give 
their help and set examples by training new hands and also to send trainees to 
learn the way of doing business in the departments of commerce, supply and sales; 
such a method has achieved initial results. It is suggested that state-run 
commercial depertments should transfer some commercial cadres to the integrated 
enterprises. This will be very convenient for the integrated enterprises by pro- 
viding them with opportunities for exchanging commercial and economic information 
as well as obtaining news about market developments and relevant business confer- 
ences to be convened. 


All in al), initial success has been achieved in running integrated enterprises. 

In order to realize China's modernizations in agriculture, it is currently required 
to first rely on policies, and second on science. Running integrated enterprises 
and their businesses is precisely a very important policy; it is necessary to 

keep running these businesses unswervingly and make them a success. 
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ENERGY 


BRIEFS 


DIGITAL MICROWAVE COMMUNICATIONS LINE--China's first digital microwave communications 
line extends from Beijing to Wuhan, measuring 1,260 kilometers in length. When 
completed, this communications Line, which was imported from Japan, will link the 
North China and Central China power networks with the electric power departments, 

and it will play an important role in maintaining the system's operational safety 
and in increasing automation of tne power networks. [Wuhan HUBEI RIBAO in 

Chinese 21 Feb "1 p 1) 
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INDUS TRY 


BRIEFS 


NEI MONGGOL FERTILIZER PLANTS--Hohhot, 16 Mar (XINHUA)--In the past year, one third 
of the small nitrogenous fertilizer plants in Nei Monggol have been closed down. 
fet production increased by 80 percent and cost dropped by 34 percent in 1980, 

as compared to 1979. After operating at a lose for 15 years, the remaining small 
nitrogenous fertilizer plants made a profit of 430,000 yuan in 1980. [Beijing 
Xinhua Domestic Service in Chinese 0802 GMT 16 Mar 81) 


HENAN INTEGRATED CORPORATION--Zhengzhou, 14 Mar (XINHUA)--A corporation which has 
integrated 17 factories in Henan, Shanxi, Hebei and Jiangxi provinces and a 
research institute for the manufacture of complete sets of mining equipment, went 
into operation recently in Luoyang, Henan Province. Located at the Luoyang Mining 
Machinery Plant, the major tasks of this joint management corporaticn are tu 
manufacture machinery and equipment for mining, metallurgical, chemical and light 
industries; perform technical renovation of complete sets of equipment and other 
miscellaneous processing assignments; provide technical data to other factories; 


and train new personnel. [Beijing Xinhua Domestic Service in Chinese 0015 GMT 
14 Mar 81) 


ZHEJIANG MACHINE BUILDING INDUSTRY--Zhejiang's machine-building industry makes 
strenuous efforts to export its products. The total output value of export products 
reached 53 million yuan in 1980, marking an increase of 30 percent as compared 
with that in 1979. The Hangzhou Instrument Plant has signed a 10-year contract 
with the U.S. Sangamo Company to manufacture single-phase watt hour meters on a 
cooperative basis. Beginning from this year, the plant is expected to turn out 
100,000 such meters for the U.S. company, and earn more than 500,000 U.S. dollars 


in foreign exchange for the state each year. [Hangzhou Zhejiang Provincial Service 
in Mandarin 1100 GMT 16 Mar 81) 


HENAN MINING EQUIPMENT MANUFACTURE--Zhengzhou, 14 Mar (XINHUA)--A new national 
company, which will provide complete sets of industrial equipment to Chinese and 
foreign customers, opened for business this week. The headquarters of the new 
company, the China Mining Equipment Manufacturing Company, is in the Luoyang 

mining machinery plant, Henan Province. The company embraces one research institute 
and 17 plants in Henan, Shanxi, Hebei and Jiangxi provinces. The company will 
provide complete sets of machinery and equipment for coal and ore mines, building 
material factories, steel mills, metallurgical, chemical and other heavy and light 
industries. It will also undertake technical revamping of complete sets of 
equipment, provide technical data and train workers. The company, which has more 
than 37,000 workers, including 2,000 skilled technicians, can hold direct nego- 
tiations, sign contracts with overseas businessmen, and handle processing of supplied 
materials, joint operations, importation of technology and the purchase of patent 
rights. [Text] [0W170119 Beijing XINHUA in English 1207 GMT 14 Mar 81] 
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